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The  girl  with  the  top 
sales-record  on  sheets.  You’d 
like  to  have  about  six  of  HER! 


TELLS  HOW  SHE  DOES  IT! 


**  FIRST,  I  always  mention  that  these  sheets  are 
made  by  Cannon,  the  towel  people.  And  right 
away  my  prospect  brightens  up  ...  *  Oh,  Cannon 
is  making  sheets  now  .  .  .  they  ought  to  be  good !  ’ 

’’Then  I  start  to  sell  .  .  .  not  bedding,  but 
beauty.  1  show  the  whiteness  and  smooth,  fine 
freshness  of  Cannon  sheets.  I  encourage  her  to 
feel  the  texture,  and  I  always  unfurl  a  full 
sheet  and  wave  it  out  all  snowy-white  so  that 
she  can  get  a  handful  of  the  fabric!  I  speak 
about  the  Teel’  and  say  how  comfortable  it  is 
to  sleep  on.  I  know  all  this,  because  I  use  the 
sheets  myself. 

’’  Then  1  ease  in  some  technical  points.  I  hold 
up  the  sheet  to  the  light  while  I  show  her  the 


smoothness  of  each  thread  and  the  evenness  of 
the  weave  both  ways  of  the  cloth.  I  explain  how 
Cannon  is  one  of  the  biggest  cotton-buyers  in  this 
country,  and  gets  the  very  top  grades.  This  special 
cotton  weaves  a  strength  into  Cannon  that  won’t 
wear-out  or  wash-out  in  years  to  come ! 

’’  By  this  time,  or  before,  the  customer  has  asked 
about  price.  I  always  start  my  sales-talk  on  the 
best  grade  of  Cannon  sheets,  but  if  this  is  definitely 
too  high,  we  still  have  another  grade  bearing  the 
Cannon  label.  And  I  can  always  say  to  her  con¬ 
clusively  that  whatever  she  pays,  she  can’t  buy 
a  better  sheet  in  that  class  than  the  sheet  that’s 
made  by  Cannon!  They’re  the  world’s  largest 
producers  of  towels  and  sheets.  ” 


P.  PS.  (PROFITABLE  POSTSCRIPT)  TO  BUYERS  AND  MERCHANDISE  MEN: 

Cannon  has  a  sheet  for  every  store  and  for  every  sales-figure.  There  are  four  regular  grades  with  a  regular 
profit  in  each  price-class.  Cannon  merchandise  is  part  and  parcel  of  the  “sell  at  a  profit  movement” 
because  price-confusion  is  no  factor.  You  stock  a  Cannon  sheet  and  sell  that  sheet  at  your  figure  .  .  . 
no  other  local  store  under-cuts  you  on  that  label.  To  see  some  attractive  arithmetic  along  these  lines, 
write  us  for  the  latest  profit-promotion  portfolio.  Cannon  Mills,  Inc.,  70  Worth  Street,  New  York. 


CANNON  SHEETS 
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EDITORIALS 

By  CHANNING  E.  SWEITZER,  Managing  Director 


W  ell  Done — Merchants  of  New  Jersey 

In  the  June  issue  of  The  Bulletin,  we  told  of  the 
drastic  general  retail  sales  tax  measure  which  threat¬ 
ened  the  merchants  of  the  State  of  New  Jersey. 

In  this  issue,  we  are  happy  to  say — the  danger  is 
over,  at  least  for  the  immediate  future. 

A  good  light  was  waged — short  lived  in  duration, 
but  aggressive  and  effective. 

To  the  merchants  of  New  Jersey  and  to  their 
leaders — Cronheim,  Wells,  Schindel,  Holthausen, 
and  others — go  our  congratulations. 

Through  their  vigorous  opposition,  they  averted 
the  imposition  of  a  tax  burden  which  would  have 
fallen  heavily  upon  the  retailers  and  the  people 
of  the  State. 

***** 

It  mav  not  be  amiss  to  review  some  of  the  im¬ 
portant  events  which  led  to  the  withdrawal  of  this 
measure.  Merchants  in  other  states  should  mark 
these  carefully,  because,  during  the  coming  winter 
months,  forty-four  state  legislatures  will  be  in 
session.  Your  state  may  be  the  next  to  be  confronted 

with  a  similar  drastic  sales  tax  proposal. 

***** 

Let  no  one  think  that  the. sales  tax  threat  in  New 
Jersey  was  not  a  serious  menace.  It  met  with  the 
approval  of  the  leaders  of  both  the  Democratic  and 
Republican  Parties  of  the  State.  It  was  garbed  with 
the  laudatory  objective  of  raising  $20,000,000  for  un¬ 
employment  relief.  At  the  outset,  it  had  the  support 
of  many  of  the  leading  newspapers  of  the  State.  It 
was  announced  suddenly  and  was  scheduled  for 
quick  legislative  action — so  there  was  no  time  to  be 
lost. 

So  much  for  the  seriousness  of  the  situation. 

Here  is  what  happened; — 

Leading  merchants  of  the  State  called  on  the 
National  Retail  Dry  Goods  Association  for  advice 
and  counsel  in  this  emergency.  We  responded  by 
making  available  all  the  information  and  data  at  our 
disposal. 

Meetings  followed,  being  called  almost  simultane¬ 
ously  in  various  parts  of  the  State.  Under  the  able 


ilirection  of  Albert  S.  Cronheim,  President  of  Hahne 
&  Company,  William  J.  Wells,  Vice-President  of  L. 
Bamberger  &  Company,  Abraham  Schindel,  Vice- 
President  of  the  Kresge  Department  Store,  and  Carl 
Holthausen,  President  of  A.  Holthausen  &  Com¬ 
pany,  Union  City,  a  state-wide  association,  known 
as  the  Retail  Merchants’  Association  of  New  Jersey, 
was  organized  almost  over  night. 

This  organization  let  its  existence  be  known 
immediately  by  registering  vigorous  opposition  to 
the  proposed  measure.  Newspapers  were  acquainted 
with  the  true  facts — what  this  biU  would  mean  to 
the  business  interests  and  the  people  of  the  State. 
Most  of  those  which  formerly  favored  the  proposal, 
reversed  their  position.  Public  interest  in  the  meas¬ 
ure  was  aroused,  and  letters  began  to  flow  into  the 
State  Capital.  The  Postmaster  at  Trenton  stated  that 
over  150,000  pieces  of  mail,  addressed  to  legislators, 
were  received  during  a  twenty-four  hour  period, 

*  «  «  «  « 

On  June  6th  last,  the  Judiciary  Committee  of  the 
State  Assembly  held  a  hearing  on  the  BUI.  Mer¬ 
chants  from  all  over  the  State  jammed  the  Assembly 
(Chamber.  Albert  Cronheim.  in  his  able  manner, 
opened  the  opposition  in  behalf  of  the  dry  goods 
merchants  and  department  stores  of  the  State.  It 
was  our  privilege  to  follow  Mr.  Cronheim  in  address¬ 
ing  the  Committee  and  in  presenting  the  Brief  in 
opposition  to  the  Bill.  We  were  followed  by  William 
J.  Wells  of  L.  Bamberger  &  Company.  Mr.  Wells 
bad  just  opened  his  attack  when  he  was  suddenly 
interrupted  by  the  entrance  of  his  Excellency,  the 
(governor  of  the  State,  accompanied  by  Democratic 
and  Republican  leaders  who  had  sponsored  the  Bill. 

The  tumult  and  demonstration  of  the  audience 
subsided — the  Governor  mounted  the  Speaker’s 
Rostrum  and  introduced  Senator  Richards,  Repub¬ 
lican  leader  of  the  State  Senate.  The  latter  announ¬ 
ced  that  a  decision  had  just  been  reached  to  tvith- 
(iratv  the  sales  tax  measure! 

The  fight  of  a  fortnight  was  over. 

The  hearing  lasted  approximately  forty-five  min¬ 
utes — but  they  were  forty-five  minutes  of  sincere 
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and  intense  opposition  to  an  unwarranted,  unfair 
and  unsound  state  tax  proposal. 


Prior  to  this  Hearing,  State  authorities  had  an¬ 
nounced  that  a  retail  sales  tax  was  imperative. 

They  seemed  to  have  undergone  a  sudden  change  of 
heart  and  turned  their  thoughts  to  other  channels 
for  raising  revenue. 

The  New  Jersey  experience  is  an  outstanding  ex¬ 
ample  of  what  organized  retailers  can  accomplish 
in  protecting  their  interests. 


What  the  merchants  of  New  Jersey  have  done — 
merchants  of  other  states  can  do — and  we  predict 
that  merchants  in  many  states  will  have  to  do,  during 
the  coming  state  legislative  season. 

The  National  Retail  Dry  Goods  Association — ^may 
we  repeat — congratulates  the  merchants  of  the  State 
of  New  Jersey  in  general,  and  their  leaders  Albert 
S.  Cronheim,  William  J.  Wells,  Abraham  Schindel, 
and  Carl  Holthausen,  in  particular,  for  the  able  and 
clean  cut  fight  they  waged  to  avert  the  enactment  of 
a  serious  tax  burden,  which  would  have  crippled 
the  retail  institutions  of  the  State,  and  would  have 
home  heavily  upon  the  shoulders  of  the  people  of 
New  Jersey. 

The  Billion  Dollar  Revenue  Act 

On  June  6th,  the  Revenue  Act  of  1932  became  Law. 

Its  signing  by  the  President  terminated  a  period 
of  six  months  of  Congressional  struggle  with  a 
measure  intended  to  balance  the  Federal  Budget. 

The  Act,  as  passed,  is  designed  to  raise  $1,118,- 
500,000  for  the  government  Fiscal  Year  of  1933. 


The  revenue  derived  from  this  Act  wiU  not  bal¬ 
ance  the  Federal  Budget  unless  definite  retrench¬ 
ment  in  governmental  expenditures  is  effected.  Al¬ 
ready  there  are  rumors  that  demands  for  deficiency 
appropriations  will  be  made,  and  a  feeling  exists 
that  these  demands  will  be  satisfied  at  the  December 
session  of  the  Congress. 

American  taxpayers  and  business  generally  must 
continue  to  insist  upon  a  downward  revision  of  the 
cost  of  government.  When  approximately  one-third 
of  our  National  Income  goes  to  the  support  of  public 
institutions  today  there  can  be  no  compromise  with 
government  waste  and  extravagance. 

Business  has  drastically  economised;  Goverameit 
must  do  likewise. 


The  new  Federal  Revenue  Act  is  by  no  means 
perfect  in  the  minds  of  the  taxpayers  of  the  Nation. 
Nevertheless,  its  enactment  has  relieved  the  nation 
of  that  feeling  of  uncertainty  engendered  during  re¬ 
cent  months  while  Congress  was  struggling  with  the 
public  fiscal  problems  confronting  the  country. 


At  the  present  time  there  are  some  inconsistencies 
in  the  Law.  Your  Association’s  Federal  Taxation 
Committee  has  held  conferences  with  representatives 
of  the  Bureau  of  Internal  Revenue.  As  a  result. 
Special  Tax  BuUetins  have  been  mailed  to  members 
of  the  Association.  Additional  conferences  must  be 
held  immediately,  because  an  examination  of  the 
Regulations  which  have  just  been  received,  apparent¬ 
ly  does  not  clear  up  some  of  the  points  at  issue. 

Your  Association  wiU  continue  to  keep  members 
advised  as  to  new  rulings,  interpretations,  and  Treas¬ 
ury  Department  Decisions  as  they  are  made  available. 
««•«*« 

For  your  convenience  and  information  we  have 
printed  elsewhere  in  this  issue  of  The  Bulletin  ex¬ 
cerpts  from  the  Regulations  of  the  Bureau  of  In¬ 
ternal  Revenue,  treating  of  the  Manufacturers'  Excise 
Taxes  and  other  important  provisions  of  the  Act  of 
particular  interest  to  retailers. 

Your  merchandising  executives  are  urged  to  be¬ 
come  familiar  with  these  Regulations.  If  they  do 
so,  it  will  save  you  much  inconvenience  and  expense. 

The  Tax  on  Cosmetics 

Among  the  manufacturers’  excise  taxes  in  the  Fed¬ 
eral  Revenue  Act  is  a  10  percent  tax  on  toilet  goods, 
<;o8metics,  perfumes,  etc. 

Recognizing  that  the  cosmetic  manufacturing  in- 
<lu8try  generally  has  not  reduced  the  prices  of  its 
products,  and  in  many  instances  has  maintained  oper¬ 
ating  costs,  your  Association  adopted  the  position 
that — in  the  light  of  these  conditions — cosmetic 
manufacturers  must  absorb  this  tax.  Accordingly 
a  committee  of  your  Association  met  with  representa¬ 
tives  of  some  of  the  leading  cosmetic  manufacturers. 
As  a  result,  one  of  the  leading  manufacturers  has 
announced  as  his  policy — the  tax  will  not  be  passed 
on. 

It  is  hoped  that  other  cosmetic  manufacturers  will 
fall  in  line. 

*  «  •  »  » 

Every  time  you  negotiate  for  the  purchase  of  goods 
in  this  field  insist  that  the  tax  be  absorbed  bv  the 
manufacturer. 

We  believe  this  position  to  be  fair  in  the  light 
of  the  following  facts: 
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Cosmetic  manufacturers  have  requested  that  the 
tax  shall  nOt  he  passed  on  to  the  consumer. 

The  retailer,  because  of  declining  volume  and  van¬ 
ishing  profits — despite  drastic  economies  which  he 
has  been  forced  to  make — cannot  absorb  it. 

Present-day  conditions  in  the  cosmetic  industry  in¬ 
dicate  that  its  members  can. 

It  is  now  up  to  you  and  your  buyers. 

It’s  a  Manufacturer’s  Tax^  But - 

The  excise  taxes  levied  on  certain  commodities  by 
the  Federal  Revenue  Act  of  1932,  are  specifically  im¬ 
posed  upon  the  manufacturer,  producer  or  importer 
— and  not  on  the  retailer  or  consumer. 

But  as  practical  business  men,  retailers  recognize 
that  in  some  fields  these  excise  taxes  cannot  be  ab¬ 
sorbed  by  the  manufacturer.  Under  these  conditions, 
retail  merchants  haxe  expressed  a  willingness  to  per¬ 
mit  manufacturers  to  pass  these  excise  taxes  along, 
but  not  in  such  a  manner  that  it  be  done  at  the  sacri¬ 
fice  of  well  established  trade  practices,  or  in  a  way 
that  will  interfere  with  the  efficient  and  economical 
operation  of  retail  stores. 

It  is  the  unanimous  feeling  among  retailers  that 
when  the  tax  is  to  be  passed  along,  the  amount  of 
tax  be  included  in  the  unit  price  of  the  merchandise, 
and  not  shown  as  a  separate  item  on  the  invoice,  or 
billed  on  a  separate  invoice. 

At  the  time  of  writing  this  Editorial,  there  is  vigor¬ 
ous  opposition  in  the  ranks  of  retailers  to  the 
attempts  now  being  made  by^  certain  groups  in  the 
fur  industry  to  abolish  customary  trade  practices  in 
regard  to  the  granting  of  terms,  and  to  bill  the  manu¬ 
facturers'  excise  tax  as  a  separate  item  on  the  invoice, 
or  on  a  separate  invoice. 

We  believe  that  retailers,  who,  without  any  obli¬ 
gation  to  do  so,  have  expressed  a  willingness  to  help 
share  the  manufacturers  tax  burdens,  have  a  right  to 
resent  such  attempts  on  the  part  of  these  manufac¬ 
turers  to  dictate  how  this  cooperation  will  be  worked 
out. 

It  must  be  remembered  that  Congress  has  saddled 
these  excise  taxes  on  manufacturers,  producers  and 
importers.  The  retailer,  in  offering  to  assume  the 
burden,  does  so  only  because  he  recognizes  an  econ¬ 
omic  necessity — not  a  legal  obligation. 

»  «  *  «  » 

Not  only  in  the  case  of  furs,  but  in  the  case  of  all 
taxable  goods  purchased — if  you  are  going  to  help 
absorb  these  manufacturers’  excise  taxes,  insist  that 
they  be  included  in  the  unit  price  of  the  goods  on 
your  invoice. 


Think  This  Over 

From  all  quarters,  we  hear  complaints  about  de¬ 
clining  volume,  and  the  ever  decreasing  amount  of 
the  average  sale.  We  are  apt  to  attribute  these  con¬ 
ditions  to  the  fact  that  people  are  not  spending 
money.  This  may  be  partly  right.  In  cases  where 
family  incomes  have  been  cut  off  and  reserves  ex¬ 
hausted,  naturally,  spending  has  been  abandoned. 

There  are,  however,  millions  of  consumers  who 
have  the  ability  to  buy  and  are  ready  to  purchase 
if  we  but  afford  them  the  opportunity  to  do  so. 

If  you  are  inclined  to  be  skeptical,  then  read  the 
foUowing: — 

During  the  early  part  of  June,  a  business  organ¬ 
ization,  not  engaged  in  retailing,  selected  ten  of  its 
employees — five  men  and  five  women  of  varying  ages 
and  buying  habits.  This  organization  furnished  each 
with  a  ten  dollar  bill;  and  assigned  each  to  a  bus¬ 
iness  block  in  which  they  were  to  select  a  retail  store 
for  the  experiment  to  be  conducted.  They  were  told 
to  make  a  purchase  of  any  article  costing  from  25^ 
to  50^,  and  were  permitted  to  spend  any  or  all  of 
the  remaining  money  for  merchandise  which  the 
salespeople  might  suggest. 

We  are  told  that,  in  every  instance,  the  shoppers 
displayed  the  $10  bill  in  the  presence  of  the  sales¬ 
person,  and  even  indicated  that  they  might  be  in¬ 
terested  in  other  goods. 

Now  for  the  results! 

In  only  two  cases  out  of  the  ten  did  the  salespeople 
suggest  other  merchandise.  Although  they  were 
authorized  to  spend  the  total  of  $100,  the  combined 
purchases  of  all  ten  shoppers  amounted  to  $10.32; — 
$89.68  was  returned  to  the  company  conducting  the 
experiment. 

What  this  experiment  disclosed  to  be  true  in  one 
particular  city,  we  dare  say  would  he  found  to  be 
true  in  every  retail  community  in  the  country. 

For  years  merchants  have  been  talking  “better  sell¬ 
ing.”  The  need  for  suggestive  selling  is  constantly 
mentioned  wherever  merchants  are  gathered  together. 

But  what  are  the  merchants  of  the  country  doing 
about  it?  Are  they  just  talking — without  action? 
This  experiment  would  seem  to  indicate  that  such  is 
the  case. 

We  sincerely  believe  that  countless  dollars  remain 
unspent  daily,  weekly  and  monthly  even,  during  this 
jieriod,  because  our  salespeople  are  simply  order 
takers  and  not  salespeople. 

Only  in  rare  instances  do  we  find  intelligent  sug¬ 
gestive  selling.' 

You  would  be  surprised  if  you  knew  how  many 
times  a  day  your  salespeople  teU  customers  that  the 
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8tore  is  out  of  certain  merchandise,  sizes,  styles,  or 
colors,  and  no  attempt  is  made  to  sell  other  goods 
which  would  serve  the  customer’s  purpose  just  as 
well. 

You  would  he  surprised  how  seldom  each  day  your 
salespeople  suggest  the  sale  of  related  lines  of  mer¬ 
chandise  when  other  goods  are  purchased. 

You  would  he  surprised  how  seldom  your  sales¬ 
people  caU  your  customers’  attention  to  goods  which 
your  store  is  advertising  or  featuring  in  other  de¬ 
partments. 

You  would  he  surprised  how  seldom  your  sales¬ 
people  inform  your  customers  of  new  and  novel 
goods  which  the  store  has  just  received. 


If  you  think  that  this  is  not  the  case,  then  we 
suggest  a  careful  shopping  of  your  store  by  intelli¬ 
gent,  disinterested  shoppers.  We  preiLct  that  the  re¬ 
sults  will  be  startling,  unless  your  salesforce  is  far 
above  the  average. 

Better  selling,  in  general,  and  suggestive  selling,  in 
particular,  may  spell  the  diflference  between  success 
and  failure  for  many  retail  enterprises  during  this 
period.  That  is  what  we  think  of  the  importance  of 
good  salesmanship  today. 

The  time  has  come  when  merchants  must  act.  Our 
Educational  Departments  must  be  held  responsible 
for  doing  a  better  training  job.  In  fact,  we  should 
go  further — every  executive  in  the  store  should  be  re¬ 
sponsible  for  seeing  that  a  better  selling  job  is  done. 
We  venture  to  say  **better  selling”  is  one  of  the  most 
potent  weapons  retailers  have  today  with  which  to 
combat  decreasing  volume  and  the  declining  average 
sale. 

Federal  Trade  Commission  Issues  Com¬ 
plaint  on  Wholesale-Retailing 

Members  will  recall  editorials  in  recent  issues  of 
The  Bulletin,  condemning  the  practice  of  ’’Whole¬ 
sale-Retailing.”  This  is  a  practice  which  has  become 
more  acute  during  the  past  year. 

Hence  the  recent  complaint  issued  by  the  Federal 
Trade  Commission  against  L.  &  C.  Mayers,  Inc., 
dealers  in  jewelry,  wiU  be  welcome  news  to  legitmate 
retailers  throughout  the  country. 

We  quote  the  following  pertinent  excerpts  from 
the  Federal  Trade  Commission’s  complaint: — 

“Catalogs  in  which  the  products  offered  for 
sale  and  sold  by  respondent  are  pictorially 
and  descriptively  represented”  are  distri¬ 
buted  by  the  respondent.  ’’On  the  covers 


of  these  catalogs — the  respondent  refers  to 
itself  as  ’wholesale  jewelers’.” 

“A  wholesaler  is  one  who  sells  to  the  trade 
but  never  to  the  ultimate  consumer  of  an 
individual  unit  as  such.  It  is  the  character 
of  sales  to  the  trade  that  marks  and  distin¬ 
guishes  a  wholesaler.” 

’’The  said  prices  at  which  the  respondent’s 
goods  are  sold  to  the  consuming  public  are 
not  wholesale  prices  of  such  articles,  but 
are  the  usual  and  customary  prices  of  re¬ 
tailers  charged  to  members  of  the  consum¬ 
ing  public.” 

“The  aforesaid  practices  of  respondent  have 
had  and  have  the  capacity  and  tendency  to 
mislead  and  deceive  the  purchasing  public 
into  the  belief  that  the  products  offered  for 
sale  and  sold  by  it  are  sold  at  wholesale 
prices,  and  that  such  persons  as  purchase 
such  articles  from  the  respondent  may  buy 
at  the  wholesale  prices  and  save  the  retail 
dealer’s  profit  and  to  induce  the  purchase 
of  the  respondent’s  products  by  members  of 
the  purchasing  public  in  reliance  upon  such 
erroneous  belief.” 

“The  aforesaid  practices  of  respondent  have 
had  and  have  and  each  of  them  has  had 
and  has  the  capacity  and  tendency  unfairly 
to  divert  trade  to  the  respondent  from  com¬ 
petitors  who  truthfully  describe  their  status 
and  prices  at  which  their  products  are  re¬ 
gularly  sold.” 


This  action  of  the  Federal  Trade  Commission  will 
serve  as  a  serious  set-back  to  unprincipled  dealers, 
who,  under  the  guise  of  wholesalers,  mulct  the  con¬ 
suming  public  out  of  tremendous  sums  annually  and 
divert  business  away  from  legitimate  retail  channels. 

Let  us  hope  that  it  marks  the  beginning  of  the 
end  of  the  wholesale-retailing  menace. 

Sound  Management  Imperative 

An  analysis  of  the  1931  Operating  Expense  Sta¬ 
tistics  for  Department  and  Specialty  Stores,  reveals 
a  very  significant  finding  in  the  case  of  firms  com¬ 
prising  ten  goal  groups.  Such  firms  are  those  whose 
figures  indicate  that  they  have  done  an  exceptionally 
good  job  throughout  the  year. 

The  figures  of  firms  in  these  groups  are  surpris¬ 
ingly  similar  in  the  following  respects: — 

1.  They  do  not  represent  any  particular 
size  of  store. 
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2.  They  experienced  less  decline  in  dollar 
sales  volume  throughout  the  year. 

3.  In  a  majority  of  instances  their  gross 
margin  figures  are  somewhat  higher. 

4.  In  every  instance  their  total  expense 
figure  is  lower. 

5.  In  every  instance  the  rate  of  stock  turn¬ 
over  is  higher. 

6.  In  every  instance,  except  one,  total  retail 
reductions,  including  markdowns,  dis¬ 
counts  to  employees  and  others,  and  stock 
shortages  are  lower. 

7.  In  every  instance  where  figures  are  avail¬ 
able,  sales  per  square  foot  of  total  space, 
and  sales  per  employee  are  higher. 

We  believe  that  this  similarity  of  results  in  the 
experiences  of  stores,  whose  operation  entitled  them 
to  a  place  in  the  goal  groups  for  the  year  1931,  has 
very  definite  significance. 

To  us,  it  seems  that  these  stores  are  enjoying  the 
advantages  of  sound  management.  This  conclusion 
is  obvious,  because  of  their  lower  percentage  of  ex¬ 
pense,  smaller  sales  decline,  faster  rate  of  stock  turn¬ 
over,  lower  retail  reductions,  and  higher  sales  per 
square  foot  and  per  employee.  Such  objectives  can¬ 
not  be  achieved  by  retailers  today,  other  than  through 
the  medium  of  sound  and  effective  management  poli¬ 
cies. 

Accordingly,  we  believe  that  the  important  lesson 
which  the  experiences  of  1931  have  taught  us,  and 
which  must  be  applied  to  retailing  in  1932,  are — 
sound,  eflBcient  management  and  all  that  it  entails. 
In  this  connection,  we  use  the  word  management  in 
its  broadest  sense  as  it  applies  to  every  activity  of 
the  store.  It  means  better  buying,  better  selling, 
more  productive  advertising,  a  more  efficient  organi¬ 
zation,  and,  above  all,  the  elimination  of  every  vestige 
of  waste  and  extravagance. 

Sound  management  is  the  big  challenge  to-day — 
the  conditions  of  1932  thrust  it  upon  us. 

It  is  a  challenge  which  must  be  met.  It  cannot  be 
evaded  or  minimized. 

Emphasize  Quality — Not  Price 

The  nation-wide  Quality  Merchandise  Movement 
came  in  for  its  just  share  of  consideration  at  the 
Concurrent  Conventions  of  the  ControUers’  Congress 
and  the  management  groups,  as  well  as  at  the  Joint 
Meeting  of  the  Merchandise  Managers'  and  Sales  Pro¬ 
motion  Divisions  of  your  organization,  held  during 
the  month  of  June. 

The  movement  was  lauded  by  speakers  generally. 


and  received  the  wholehearted  approbation  of  all 
those  with  whom  we  had  the  privilege  to  discuss  it. 

No  movement  laimched  in  the  retail  field  in  recent 
years  has  ever  gathered  so  much  momentum  as  the 
drive  to  sell  quality  goods.  This  proves  beyond 
doubt  that  this  Movement  fulfiUed  a  need  which 
was  being  keenly  felt  by  manufacturers,  retailers  and 


consumers. 


Merchandise  today  must  render  economical  service 
to  the  customer.  Quality  and  not  price  should  be 
the  prime  consideration.  The  store  which  insists 
upon  selling  cheap,  shoddy,  poorly  made  merchan¬ 
dise  is  bound  to  suffer  by  loss  of  customer  good-wdlL 
This  is  the  store  which  will  find  it  weU  nigh  im¬ 
possible  to  regain  customer  confidence  once  it  is  lost. 


Merchants  must  look  beyond  the  present.  They 
must  build  for  the  future.  We  know  of  no  better  way 
to  do  this  than  to  maintain  your  reputation  for  sell¬ 
ing  quality  goods  during  this  period. 

The  success  of  the  Quality  Merchandise  Movement 
to  date,  has  exceeded  our  expectations.  Let  us  keep 
up  the  good  work,  however — there  is  still  room  for 
improvement. 

Federal  Trade  Commission  Issues  Rules 
on  Silk  Weighting 

The  Federal  Trade  Commission  has  recently  issued 
an  official  statement  concerning  the  rules  relating 
to  the  weighting  of  silk,  prepared  as  the  result  of 
Resolutions  adopted  at  the  Trade  Practice  Confer¬ 
ence  of  the  silk  industry  on  April  21st  last. 

No  doubt,  members  throughout  the  country  have 
received  a  copy  of  this  statement,  together  with  the 
form  providing  for  individual  acceptance  of  these 
rules. 

This  matter  is  now  receiving  the  careful  study  of 
a  Committee  of  your  Association  and  wiU  shortly  be 
submitted  to  your  Board  of  Directors  for  its  review. 

At  an  early  date,  the  Association  will  advise  fur¬ 
ther  with  member  stores  on  the  results  of  the  study 
of  our  Committee  and  the  reaction  of  our  Board. 

In  the  meantime,  if  you  have  any  questions  to  ask, 
or  suggestions  to  make,  regarding  these  rules  of  the 
Federal  Trade  Commission,  we  shall  be  pleased  to 
receive  them. 


I 
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Developing  a  Profitable 

Merchandising  Program 


By  P.  A.  O’CONNELL 
President,  E.  T.  Slattery  Co.,  Boston,  Mass. 

President  of  the  National  Retail  Dry  Goods  Association, 

Address  before  the  Joint  Convention — Sales  Promotion  and  Merchandise  Managers’  Dhisions, 

New  York,  N.  Y.,  June  21,  1932 


have  a  splendid  program  before  us.  From  it 
we  may  be  sure  of  gaining  ideas  and  inspiration 
that  will  enable  each  of  us  to  do  a  l)etter  job  of 
merchandising  in  our  respective  stores.  The  need  for 
clear  and  constructive  thinking  and  planning  never  was 
greater  than  it  is  right  now.  The  subjects  which  will 
be  covered  by  the  various  speakers  seem  to  include  every 
important  phase  of  retail  merchandising  and  the  men 
who  will  present  these  subjects  are  eminently  fitted  for 
the  task.  In  my  own  remarks  I  am  anxious  not  to  an¬ 
ticipate  the  messages  they  will  bring  but  rather  to  touch 
in  summary  fashion  the  fundamental  principles  which  I 
believe  must  form  the  basis  of  all  our  planning. 

Major  Price  Trends 

In  recent  addresses  here  and  in  Pittsburgh  I  have 
pointed  to  the  long  swing  or  “major”  trend  in  com¬ 
modity  prices  as  a  factor  of  jKiramount  importance  at 
this  time.  Up  to  the  year  1920  we  merchants  of  this 
generation  operated  in  a  i)eriod  of  general  upward  trend 
in  commodity  prices.  In  1920  we  had  a  very  severe 
jolt,  but  even  the  drop  that  then  occurred  only  about 
half  offset  the  tremendous  price  advances  in  the  three 
years  preceding.  Prices  still  were  on  a  relatively  high 
level.  Then  followed  an  intermediate  period  of  gradual 
advance  during  1922  to  1925,  and  even  the  declining 
trend  of  1926  to  1929  was  so  gradual  that  most  mer¬ 
chants  did  not  realize  what  was  the  matter. 

Since  1929,  however,  we  have  seen  a  fall  in  com¬ 
modity  prices  that  has  been  the  most  drastic  and  the 
most  extensive  in  percentage  of  any  similar  period  in 
history'.  If  we  take  the  index  of  industrial  raw  ma¬ 
terials  as  a  measure,  the  drop  since  1929  now  is  about 
40  per  cent  and  since  1920  is  about  60  per  cent.  No 
wonder  business  is  disrupted.  Most  merchants  have 
been  able  to  speed  up  turnover  fast  enough  so  that  the 
loss  in  inventory  is  not  serious,  but  the  trouble  comes  in 
readjusting  operating  expenses  to  fit  the  smaller  volume 
of  sales  in  terms  of  dollars.  Here  is  where  the  shoe 
pinches,  and  right  on  this  point  is  the  trouble  that  is 
putting  many  merchants  out  of  the  running.  In  fact, 
the  ])roblem  of  making  such  readjustments  is  one  that 
calls  for  immediate  and  decisive  action.  The  course  we 
pursue  must  l)e  one  that  will  be  successful  in  the  future. 
Temporary,  stop-gap  measures  are  of  no  use,  for  the 
problem  imposed  by  low  commodity  prices  is  not  of  a 
temporary  nature. 

To  get  a  perspective  that  may  enable  us  to  judge 


more  clearly  the  future,  let  us  look  back  over  trends 
of  prices  in  the  pa.st.  If  we  follow  the  record  of  com¬ 
modity  prices  back  to  the  year  1800,  we  find  that  they 
have  had  two  distinct  types  of  movements.  One  we  call 
the  “major”  trend.  During  this  period  of  132  years  there 
have  been  three  great  i)eaks  in  prices,  at  least  so  far  as 
[)rices  in  terms  of  United  States  currency  are  concerned. 
The  first  two  of  these  have  been  followed  by  long  per¬ 
iods  of  price  decline  that  lasted  for  thirty  years  or 
more.  One  came  in  1814.  at  about  the  close  of  the 
Napoleonic  Wars  and  of  the  second  war  of  the  Amer¬ 
ican  Revolution ;  then  started  a  long  downward  trend 
that  lasted  for  alnjut  35  years,  in  fact,  some  think  it  did 
not  culminate  until  the  California  gold  discoveries  in 
1&49. 

The  second  peak  of  high  prices  occurred  in  1864, 
apparently  the  combined  result  of  the  previous  inflow 
of  gold  and  of  currency  depreciation  and  shortage  of 
goods  caused  by  the  Civil  War.  The  major  downward 
trend  that  followed  that  peak  lasted  until  1896  or  nearly 
32  years. 

The  third  peak  came  in  1920,  two  years  after  the 
close  of  the  World  War,  and  obviously  we  are  now  in 
another  period  of  major  price  decline.  So  far,  it  has 
'progressed  more  rapidly  than  either  of  the  two  previous 
major  downward  trends.  In  the  twelve  years  since 
1920  the  price  index  has  dropped  about  60  per  cent; 
following  the  Civil  War  it  took  15  years  to  drop  that 
much,  and  following  the  Napoleonic  Wars  it  took  20 
years  to  drop  60  per  cent.  Nevertheless,  when  we  con¬ 
sider  that  the  total  period  of  declining  prices  following 
the  Napoleonic  Wars  lasted  at  least  ^  years,  and  that 
following  the  Civil  War  lasted  nearly  32  years,  it  is 
clear  that  our  plans  must  take  into  account  at  least  the 
possibility  that  the  present  era  of  general  downward 
trend  is  by  no  means  completed. 

Readjusting  Operating  Expenses 

Instead  of  depending  upon  a  return  of  the  former 
higher  price  levels  to  bring  back  dollar  volume  of 
sales,  we  must  make  up  our  minds  to  the  necessity  of 
accomplishing  our  purpose  in  other  ways.  Certainly 
there  is  nothing  to  indicate  that  the  problems  involved 
by  the  lower  levels  of  prices  are  of  a  temporary  nature. 
Our  plans  must  be  such  as  will  enable  us  to  do  business 
profitably  in  spite  of  low  prices. 

In  the  first  place  we  must  make  radical  reductions  in 
operating  costs  that  will  bring  our  ex|)ense  down  in  pro- 
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portion  to  the  volume  of  sales  in  dollars  that  is  possible 
at  low  price  levels.  This  can  be  done.  Those  of  us  who 
were  in  business  prior  to  1913  will  do  well  to  look  back 
over  our  books  in  that  period  and  see  how  we  used  to 
run  our  stores  on  an  operating  expense  of  20  to  25  per 
cent  of  net  sales,  instead  of  30  to  35  per  cent  as  we  are 
now  doing. 

In  discussing  the  long  swing,  major  trends  of  com¬ 
modity  prices,  I  purposely  omitted  one  point  that  is  of 
immediate  interest,  but  which  does  not  in  any  way  con¬ 
tradict  the  indications  of  the  major  trend  above  men¬ 
tioned.  Referring  again  to  the  price  record,  we  find  that 
in  every  major  movement  of  prices  there  have  been 
temporary  interruptions,  that  is,  movements  contrary  to 
the  major  trend.  Some  of  these  have  lasted  for  several 
years;  practically  all  have  consumed  at  least  one  year. 
Such  a  temporary  lifting  or  stabilizing  in  prices  oc¬ 
curred  from  1922  to  1925 ;  in  fact,  such  an  intermediate 
movement  has  followed  every  very  precipitate  decline. 
While,  therefore,  we  have  no  basis  whatever  for  ex¬ 
pecting  a  return  to  former  price  levels,  we  have  every 
reason  to  expect  an  intermediate  lifting  of  prices  that 
will  give  welcome  relief  from  the  present  intense 
pressure. 

Personally,  I  believe  that  an  intermediate  stabilizing 
or  advance  of  this  sort  will  come  in  the  near  future, 
due,  if  nothing  more,  to  the  fact  that  so  many  products 
are  now  selling  below  their  cost  of  production,  and  due 
also  to  the  fact  that  stocks  of  goods  in  consumers  hands 
are  so  low  they  must  soon  be  replenished. 

Temporary  Rise  in  Prices  Probable 

Such  a  breathing  spell  from  constant  price  decline 
will  be  a  tremendous  help  to  every  merchant  and  will 
bring  out  an  amount  of  consumer  buying  that  does  not 
now  seem  to  exist.  No  one  likes  to  buy  if  he  feels  that 
next  week  he  will  be  able  to  get  the  same  article  at  a 
lower  price.  The  moment,  however,  that  4he  consuming 
public  sees  any  indication  of  advancing  prices,  even 
though  it  may  be  only  one  of  the  intermediate  move¬ 
ments,  business  will  improve  very  rapidly. 

Meanwhile  our  job  is  to  meet  conditions  as  we  find 
them.  There  is  a  very  great  need  among  consumers  for 
almost  every  type  of  merchandise.  There  is  also  a 
great  deal  of  latent  buying  power  that  will  appear  if  the 
right  merchandise  is  presented  in  the  right  way  and  at 
the  right  price.  The  purpose  of  this  Convention  is  to 
find  the  best  means  of  supplying  these  needs,  of  re¬ 
establishing  public  confidence  and  of  starting  the  wheels 
of  trade  and  industry  turning  again. 

Without  going  too  much  into  detail,  let  me  sketch 
briefly  some  of  the  possibilities  before  us  for  increasing 
business.  I  think  first  of  the  kind  of  merchandise  we 
are  going  to  offer.  Two  causes  of  ^ales  resistance  must 
be  broken  down.  One  is  actual  reduction  in  consumers’ 
buying  power;  the  other  (in  my  opinion  almost  as 
great)  is  the  lack  of  confidence  on  the  part  of  con¬ 
sumers. 

The  fact  that  buying  power  is  low  means  that  we 
must  offer  the  kind  of  merchandise  the  public  needs 
and  that  will  give  the  most  economical  service.  It 
means  that  our  prices  must  be  reasonable  but  that  t/o/ue, 
not  price  alone,  must  be  the  real  consideration.  Every 
article  that  we  sell  must  be  of  good  quality,  because  the 
public  cannot  afford  to  buy  unserviceable  goods.  We 

(Continued 


must  think  first  of  fhe  actual  needs  of  the  consumer, 
rather  than  of  our  need  to  sell.  Find  what  the  con¬ 
sumer  needs  and  give  it  to  her. 

Better  Buying 

The  first  step,  therefore,  to  increasing  our  sales  is 
through  more  exact  buying.  Our  buyers  must  know 
their  customers  as  well  as  their  markets.  A  common 
fault  in  every  store  is  the  excessive  amount  of  dead 
stock — merchandise  that  consumers  do  not  want  but 
which  the  store  must  carry  under  the  misguided  notion 
of  having  a  complete  assortment.  Every  season  we  find 
that  the  bulk  of  each  department’s  business  is  done  in 
only  a  few  different  colors  and  not  more  than  two  or 
three  different  styles.  If  proper  study  and  sales  tests  had 
been  made  at  first,  these  best  sellers  could  easily  have 
been  determined  in  advance  and  the  season’s  purchases 
limited  primarily  to  them.  As  it  is,  we  find  that  only 
about  50  to  60  per  cent  of  the  season’s  stocks  are  in 
these  styles  and  colors  that  consumers  want,  and  that 
the  remaining,  unwanted  styles  and  colors  are  simply 
a  dead  weight  of  carrying  charges  and  losses  through 
markdowns. 

Reducing  Markdowns 

During  the  past  year,  the  average  expense  to  depart¬ 
ment  and  specialty  stores  through  markdowns  amounted 
to  about  9  cents  on  every  dollar’s  worth  of  merchandise 
sold.  We  shall  never  know  how  many  sales  they  lost, 
because  they  did  not  have  the  right  merchandise  in  the 
first  place.  Surely  with  such  an  amount  at  stake,  no 
amount  of  study  or  expense  of  investigation  can  be  too 
great  if  it  will  enable  us  to  limit  our  stocks  more 
closely  to  the  merchandise  the  public  wants  and  needs. 

Personally  I  believe  that  the  opportunities  for  savings 
in  buying  lie  in  this  direction  far  more  than  in  the  effort 
to  squeeze  lower  prices  out  of  the  manufacturers.  In 
fact,  the  most  dangerous  buyer  a  business  can  have  is 
the  “chisler.”  In  his  or  her  passion  for  a  bargain,  he 
invariably  becomes  overstocked,  and  with  merchandise 
that  consumers  do  not  want.  The  small  amount  saved 
on  the  original  purchase  is  lost  in  the  markdowns,  high 
advertising  cost  and  dissatisfied  customers.  That  sort 
of  buying  is  partly  .even  largely  responsible  for  the  flood 
of  shoddy,  unsatisfactory  goods  that  has  raised  such 
havoc  in  the  trade  during  the  past  two  years.  Insistence 
on  price  regardless  of  quality  reaches  even  further, 
tending  to  demoralize  the  quality  manufacturer  and  to 
breed  in  his  place  the  sweatshop. 

Cooperation  with  Manufacturers 
The  time  has  come  now  when  both  merchants  and 
manufacturers  must  pull  together  and  bring  about  the 
necessary  reductions  in  prices  through  better  methods 
and  economies,  rather  than  through  continued  selling 
at  a  loss.  In  manufacturing  as  in  retailing,  one  of  the 
greatest  sources  of  waste  results  from  misjudging  con¬ 
sumer  demand.  Through  trade  practice,  the  manufac¬ 
turers  have  never  used  the  information  in  the  hands 
of  retail  merchants  as  much  as  they  profitably  could 
have.  Instead,  they  have  gone  ahead  on  their  own  ideas. 
A  manufacturer  may  make  up  a  hundred  different  styles 
of  models,  rather  blindly  hoping  to  hit  the  right  ones  by 
the  process  of  elimination,  but  only  ten  or  a  dozen  of 
them  will  be  accepted.  This  means  tremendous  waste 
in  labor  and  material  and  could  very  largely  be  elimi- 
on  page  514) 
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The  subject  assigned  to  me  for  presentation  during 
the  next  20  minutes  is  in  all  truth  sufficiently  com¬ 
prehensive.  There  are  problems  a  plenty.  However, 
retail  executives  who  have  come  through  the  bitter 
experiences  of  recent  months  will  scarcely  need  to  be 
reminded  of  that  fact.  A  subject  more  to  the  point 
would  be  “What  to  do  about  the  major  problems  that 
afflict  today’s  merchandising.”  That,  however,  is  really 
the  topic  before  this  entire  conference.  Some  of  the 
ablest  people  engaged  in  modern  retailing  are  scheduled 
to  appear  at  these  meetings  to  discuss  particular  prob¬ 
lems  and  to  present  their  suggestions  for  solving  them. 

My  own  little  contribution  to  this  notable  conference 
will  consist  of  a  brief  survey  of  some  of  the.se  prob¬ 
lems,  how  they  came  to  be  and  their  apparent  future 
bearings,  together  with  a  few  suggestions  which  I  hope 
you  will  find  of  practical  value. 

Period  of  Expansion 

Back  in  the  1920’s  retailing  in  general,  and  depart¬ 
ment  stores  in  particular,  pushed  ambitiously  ahead 
with  plans  for  ever-increasing  sales  volumes.  New  and 
larger  buildings  were  erected.  Old  stores  were  en¬ 
larged  and  rebuilt.  Warehouses  and  delivery  stations 
to  handle  increased  business  were  constructed.  One  of 
the  most  outstanding  characteristics  of  the  retail  busi¬ 
ness  for  the  ten  year  period  ending  in  1929  was  the 
extent  to  which  physical  modernization  of  plant  and 
equipment  was  carried  on.  Most  of  this  physical  expan¬ 
sion  took  place  at  times  when  labor  and  materials  were 
at  high  prices.  With  the  increase  in  plant  and  equip¬ 
ment  there  also  came  higher  taxes,  higher  insurance, 
and,  generally  speaking,  higher  maintenance  exjienses. 
To  take  care  of  the  extensive  physical  exjxmsion.  money 
was  borrowed  and  capital  increased,  thus  adding  heavy 
interest  charges  to  the  growing  overhead. 

During  those  same  years,  as  we  see  it  now,  retail¬ 
ing  suffered  from  a  rapid  development  of  organization 
and  systematization  which  in  many,  if  not  most,  cases 
became  over-organization  and  over-systematization. 
New  activities  and  functions,  undreamed  of  in  retailing 
before,  were  created  and  high  salaried  functionaries 
were  employed  to  take  charge.  To  cap  these  move¬ 
ments.  there  was  the  rapid  spread  of  mergers,  which 
added  high  expenses  for  promotion,  but  which  appar¬ 
ently  contributed  little  or  nothing  towards  retail 
efficiency. 

By  the  end  of  1929,  it  is  safe  to  say  that  there  was  a 
retail  physical  equipment  sufficient  to  handle  at  least  50 
per  cent  greater  sales  volume  than  was  actually  obtained 
or  had  ever  been  obtained  Iwfore.  Retailing  came  to  the 


end  of  this  period  with  a  wonderful  physical  machine, 
with  hundreds  of  new  buildings,  with  new  and  expen¬ 
sive  equipment,  with  modernized  fixtures,  and  with 
organizations  laid  out  and  blue-printed  in  beautiful 
symmetry.  There  were  merchandise  managers,  publicity 
directors,  personnel  directors,  controllers,  superintend¬ 
ents,  stylists,  research  directors,  comparison  shoppers 
and  staff  assistants  to  the  general  manager,  the  best 
that  money  could  buy.  Somewhere  down  at  the  bot¬ 
tom  of  these  charts  you  might,  if  you  were  patient 
and  observant,  find  even  buyers  and  salespeople. 

So  retailing  approached  the  end  of  the  boom  era, 
dressed  up  and  no  place  to  go.  Instead  of  the  antici¬ 
pated  continued  growth  in  retail  volume,  sales  began 
to  fall  and  they  have  been  falling  ever  since. 

Decline  in  Sales  Volume 

Retail  sales  in  total  have  declined  probably  not  less 
than  a  third  and  perhaps  more  nearly  50  per  cent  below 
what  they  were  in  1928  and  1929. 

These  declines  have  not  been  equally  great  in  all 
lines.  They  have  been  much  deeper  in  furniture,  radio, 
automobiles,  jewelry,  travellers’  goods,  and  pure  lux¬ 
ury  items,  and  less  in  most  lines  of  foods  than  in 
apparel.  Department  store  business,  dej)ending  sub¬ 
stantially,  as  it  does,  on  apparel  and  home  furnishings, 
has  not  suffered  to  the  same  extent  as  the  specialty 
shops  in  jewelry,  luggage,  radio  and  higher  priced 
home  furnishings ;  but  has  suffered  more  than  the  food 
business. 

From  such  facts  as  are  at  hand,  the  declines  seem 
to  have  been  greatest  in  higher  priced  goods  and  least 
in  the  low  priced  lines.  Basement  stores  have  gener¬ 
ally  suffered  less  than  up-stairs  stores.  Indeed,  I  am 
informed  that  low  priced  merchandise  is  so  much  in 
demand  in  the  wholesale  markets  that  it  has  declined 
in  price  but  little.  Relatively  speaking,  the  poorer  the 
qualities  the  higher  the  prices. 

Most  of  the  present  problems  of  retail  merchandising 
are  not  new.  Many  began  back  in  the  1920’s  or  earlier. 
They  have  simply  become  sharply  emphasized  by  the 
difficulties  of  the  business  depression.  Most  of  them 
will  certainly  be  with  us  after  business  again  improves. 
The  problem  of  securing  increased  sales,  for  example, 
is  as  old  as  retailing  itself.  The  need  for  more  sales 
was  sharply  felt  back  in  the  business  depression  of  1921. 
It  has  been  ever-present  since  then.  As  a  consequence, 
throughout  the  i920’s  retail  establishments  generally 
increased  their  advertising  appropriations  and  long 
before  1929  I  found  that  the  results  in  sales  per  dollar 
expended  for  advertising  were  declining.  Naturally  this 
problem  was  thrown  into  the  spotlight  when  general 
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sales  of  all  kinds  started  to  decline.  Since  1929,  there 
has  been  a  mad  competitive  advertising  race  which  has 
helped  to  disorganize  not  only  the  retail  trade  but  all 
business  as  well. 

Credit  Policies 


Another  policy  adopted  by  many  stores  back  in  the 
1920’s,  to  attract  a  greater  sales  volume,  was  to  loosen 
up  on  credit  rules.  In  this,  as  in  advertising,  unreason¬ 
ing  competition  has  ruled  the  field.  The  average  credit 
period  gradually  extended  from  45  to  50  days,  then  to 
60  days,  and,  by  1929,  had  reached  70  days  or  more. 

The  story  of  the  growth  of  installment  selling  in  the 
retail  field,  during  this  same  period,  is  known  to  all  of 
you.  Its  adoption  by  retail  establishments  followed  on 
the  heels  of  its  success  in  the  automobile  and  electrical 
appliance  fields.  It  helped  to  increase  sales  but  raised 
the  capital  requirements  of  retailing,  and  this  problem 
has  continued  down  to  the  present  day. 

One  of  the  more  sinister  developments  of  the  1920’s 
that  has  become  a  present  plague  of  the  retail  business, 
was  the  rapid  increase  in  the  proportions  of  goods  re¬ 
turned  by  consumers.  Easy  adjustment  policies  are 
mainly  responsible  for  this  development.  There  has  been 
an  enormous  amount  of  study  of  and  discussion  about 
the  problems  of  returns.  The  business  depression  has 
helped  to  concentrate  attention  upon  it.  Although  re¬ 
ports  are  conflicting,  it  seems  doubtful  that  there  has 
been  much  progress  in  cutting  down,  or  even  in  check¬ 
ing  this  trend.  Department  stores,  on  the  average,  must 
ra^e  6  sales-  ta  make  5  stick.  There  are,  of  course, 
some  departments  in  which  out  of  6  sales  only  4,  or 
even  3  sales  stay  sold.  This  is  a  problem  for  which 
there  is  no  remedy  excepting  through  intelligent  co¬ 
operation  rather  than  blind  competition. 

Delivery  service  has  been  generally  extended,  not  only 
in  the  amount  of  territory  covered,  but  also  in  numbers 
of  deliveries  per  day.  The  faith  in  the  possibilities  of 
cooperation  in  handling  retail  deliveries,  which  ran  high 
ten  or  more  years  ago,  have  in  most  communities  un¬ 
fortunately  evaporated.  Most  retail  establishments  to¬ 
day  are  competing  fiercely  with  each  other  in  supplying 
individual  delivery  to  the  limit. 

Throughout  the  1920’s,  competition  steadily  grew 
keener,  not  only  of  department  stores  with  department 
stores,  but  also  of  department  stores  with  specialty 
shops.  New  types  of  competitors  forged  into  the  field 
on  a  large  scale.  The  chain  stores  and  the  retail  stores 
established  by  the  mail  order  houses  became  important 
competitive  factors.  A  general  movement  for  expand¬ 
ing  the  lines  of  merchandise  carried  in  drug  stores, 
radio  shops,  hardware  stores,  furniture  stores  and  even 
gasoline  stations  got  under  way  during  the  1920's  and 
has  continued  down  to  the  present.  Many  of  these  new 
ventures  have  directly  attacked  the  business  of  the  dr\’ 
goods  and  department  stores.  In  the  metropolitan  cen¬ 
ters,  the  development  of  suburban  stores  has  taken  on 
the  nature  of  a  major  movement,  thus  limiting  the  trade 
possibilities  of  the  down  town  stores. 

Nor  may  one  overlook  the  rapid  increase  of  popular 
priced  apparel  and  accessory  shops  that  has  sprung  up 
all  over  the  land,  not  only  in  the  shopping  districts, 
but  also  in  residence  areas,  and  even  in  apartment  house 
parlors.  The  average  sale  of  these  shops  must  lie  small, 
but  because  of  their  numlier  the  total  volume  must 
be  considerable  and  constitute  a  deduction  from  the  de¬ 


partment  store  poteAfial.  In  the  electric  and  gas  appli¬ 
ance  field,  the  public  utility  companies  have  in  many 
sections  of  the  country  become  very  real  factors  in  the 
distribution  of  household  electrical  and  gas  equipment. 

In  the  large  cities,  retail  trade  in  apparel,  furs,  silver 
ware,  home  furnishings  and  many  other  lines  have 
found  increasing  competition  from  wholesalers  and 
brokers  who  are  secretly  or  otherwise  selling  to  con¬ 
sumers.  This  problem  has  apparently  grown  sharper 
since  1929.  Competition  sharpened  on  every  hand  in 
the  late  1920’s.  These  were  known  as  the  years  of 
profitless  prosperity.  Since  1929,  nearly  every  com¬ 
petitive  factor  has  apparently  become  keener  and 
sharper. 


Competition  Increasing 

While  overexpansion,  overorganization  and  oversys¬ 
tem  marked  the  development  of  department  stores  dur¬ 
ing  the  1920’s,  and  while  many  serious  evils  got  under 
way,  such  as  the  competitive  use  of  advertising  in  more 
or  less  futile  attempts  to  increase  sales  volume,  the  over¬ 
liberalization  and  uneconomic  extension  of  credit  poli¬ 
cies,  and  the  menacing  growth  of  customers’  merchan¬ 
dise  returns,  it  must  not  be  assumed  that  this  was  a 
period  of  no  progress  in  merchandising  methods.  As 
a  matter  of  fact,  the  ten  year  period  ending  in  1929  will 
probably  be  remembered  for  the  most  rapid  progress 
ever  made  in  the  understanding  of  retailing  and  its 
operations. 

The  list  of  achievements  in  retail  technique,  many  of 
which  originated  in  earlier  years,  but  w'hich  came  into 
wide  practice  in  this  decade,  is  very  impressive.  Retail 
expense  accounting,  with  all  of  its  values  in  the  control 
of  the  business,  received  general  adoption.  Personnel 
management  was  given  an  established  footing,  at  least 
in  the  larger  retail  stores.  Planned  merchandising  be¬ 
came  an  accepted  fact.  Model  stocks,  price  line  mer¬ 
chandising,  and  stock  control,  l)ecame  effective  tools  in 
the  hands  of  competent  merchandisers.  Throughout 
the  1920’s,  stocks  carried  were  generally  reduced  to 
more  reasonable  proportions  to  sales  than  had  been  the 
case  before.  Hand  to  mouth  buying  became  the  ac¬ 
cepted  method  of  the  day.  The  significance  of  fashion 
in  current  consumer  demand  and  the  merchandising 
distinctions  between  style  and  fashion,  marked  progress 
in  the  selection  of  goods.  New  standards  of  operating 
performance  were  discovered  and  established.  It  was 
during  this  period  that  most  retailers  took  their  first 
lessons  in  that  most  difficult  but  most  necessary  art  of 
cooperation  in  such  activities  as  mutual  exchanges  of 
information  and  group  buying. 

These  aids  to  retail  merchandising,  most  of  them 
mechanical,  when  properly  used,  served  as  effective 
helps.  They  have  been  to  retailing  what  invention  has 
been  to  manufacture.  In  one  form  or  another,  most 
of  them  deserve  to  continue  in  permanent  future  use. 
There  is  grave  danger,  however,  that  in  the  present 
difficult  period  of  storm,  many  retail  managers  may  l)e 
tempted  to  throw  some  of  these  tools  or  aids  overboard. 
One  of  the  present  major  problems  of  merchandising  is 
the  danger  that  many  of  the  improvements  in  retail 
practice  made  during  the  1920’s,  may  in  this  period 
of  economic  storm  be  destroyed  and  lost,  so  that  in  the 
toilsome  days  of  reliabilitation  that  lie  ahead  much  of 
the  creative  work  done  back  in  the  1920’s  and  earlier 
may  have  to  be  done  all  over  again. 
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The  immediate  effect  on  the  consuming  public  of  the 
depression  was  a  feeling  of  unrest,  uncertainty  and 
fear.  Many  ceased  to  buy  and  most  lx)ught  less,  even 
where  purchasing  power  was  unimpaired.  Reductions 
in  sales  naturally  followed,  not  only  in  total  dollars,  but 
also  in  average  dollars  per  sale.  Fewer  sales  resulted 
in  smaller  purchases  from  wholesalers  and  manufac¬ 
turers.  who  in  turn  began  to  cut  down  on  production 
and  throw  workers  out  of  employment.  Thus  a  move¬ 
ment  that  started  in  popular  fear  resulted  in  reduced 
incomes  and  reduced  purchasing  power,  establishing  the 
downward  vicious  business  spiral  in  which  the  country 
is  still  gripped. 

In  addition  to  declining  sales,  retailing  has  also  had 
to  contend  with  a  growing  unrest  and  dissatisfaction  of 
customers  and  a  decline  in  customer  loyalty.  An  estab¬ 
lished  clientele,  which  in  former  years  gave  its  custom 
to  a  store  without  question  has  now  become  practically 
unknown. 

Frequent  Disappearance  of  Net  Profit 

The  declining  purchases  of  the  consuming  public, 
not  onlv  in  dollars  hut  in  average  value  per  sale,  have 
in  most  retail  establishments  forced  an  increasing  ex¬ 
pense  rate.  Declining  prices,  losses  on  inventories  on 
hand  through  mark-downs  and  the  increasing  expense 
rate,  in  turn,  have  resulted  in  the  disappearance  of  net 
profit.  A  few  of  the  more  aggressive  retailers  of  the 
countrv  have  by  means  of  heavv  promotion  been  able  to 
maintain,  or  even  to  increase,  the  number  of  sales 
transactions,  hut  the  cost  per  sale  in  most  of  such  pro¬ 
motions  has  been  very  high,  and  the  volume  gained  in 
this  wav  has  probably  in  very  few  cases  helped  to  keep 
the  overhead  under  the  attained  markup. 

.Sinre  1929.  strenuous  efforts  have  been  made  to 
establish  and  maintain  solvency  of  retail  operations. 
The  effort  to  maintain  sales  volume  has  called  forth  the 
most  snectarular  advertising  ever  seen.  .Special  sales 
hav**  lieen  the  rule.  Trick  methods  and  stunts  of  all 
kinds  have  been  emploved  to  bring  people  into  the 
stores.  The  price  anneal  has  been  nlaved  up  in  trumpet 
tones.  Ethical  standards  of  advertising  writing,  form¬ 
erly  rigidly  held,  have  been  let  down.  Exaggerations 
have  crept  in.  Good-will,  the  result  of  years  of  pains¬ 
taking  adherence  to  high  rules  has  been  used  to  attract 
trade  on  merchandise  of  substandard  grades.  How  to 
reestablish  the  public  faith  in  advertising  has  l)ecome 
one  of  the  major  problems  of  retailing. 

In  conjunction  with  the  efforts  to  secure  sales  volume 
there  have  likewise  been  strenuous,  if  not  frantic,  efforts 
to  cut  down  the  overhead  expense.  Salarv  and  wage 
cuts,  euphemistically  termed  “readjustments”,  have  l)een 
made  on  every  hand.  All  employees  that  could  possibly 
be  spared  have  been  dismissed.  High  priced  executives 
have  been  fired  and  cheaper  men  have  been  put  in  their 
places.  Vigorous  economies  have  been  instituted  in 
supplies,  heating,  lighting  and  so  on.  In  retail  proper¬ 
ties  operated  on  a  rental  basis,  the  landlords  have  been 
induced  to  make  concessions  and  contracts  have  already, 
in  several  cases,  been  rewritten  with  substantial  reduc¬ 
tions  in  the  rates  of  rental. 

Retail  establishments  with  surplus  floor  space  on 
their  hands  have  in  some  ca.ses  taken  on  new  lines  of 
merchandise.  Subletting  space  to  other  individuals  and 
companies  for  the  operation  of  certain  sales  depart¬ 
ments  and  even  for  manufacturing  and  warehousing 


has  become  a  wide-spread  movement.  In  a  few  in¬ 
stances,  unused  space  for  which  no  remunerative  use 
could  be  found  has  been  completely  closed  up  so  as  to 
save  the  cost  of  heating,  lighting,  cleaning  and  other 
maintenance  expenses.  In  spite  of  these  Spartan  meth¬ 
ods  of  treatment  of  expenses,  most  American  retail 
institutions  are  still  in  an  uncertain  situation  so  far  as 
making  ends  meet,  and  the  end  is  not  yet  in  sight. 

Future  of  Department  Stores  Sound 
From  this  summary,  one  might  assume  rather  a  dark 
future  for  retail  institutions,  and  particularly  for  de¬ 
partment  stores.  Such  a  conclusion  does  not  necessarily 
follow.  Production  and  consumption  will  go  on  and 
there  must  always  be  retailing  to  provide  consumers 
with  their  requirements.  The  department  store,  as  an 
institution,  is  not  an  infant  in  our  system  of  distribu¬ 
tion.  It  reached  a  stage  of  comparative  maturity  in 
most  communities  many  years  ago.  I'he  department  store 
system  in  its  75  years  of  existence  has  weathered  many 
severe  panics.  There  is  no  evidence  that  it  will  not  come 
successfully  through  this  one  as  well.  There  is  no  like¬ 
lihood,  however,  that  department  store  sales  volume 
will  forge  ahead  in  the  future  as  it  did  in  the  past.  But 
this  is  not  at  all  the  same  as  concluding  that  department 
stores  will  decline  and  pass  out.  Many  department 
stores  found  it  difficult  to  make  a  net  profit  before  the 
business  depression.  In  all  certainty  it  will  be  difficult  to 
make  a  profit  after  the  depression  is  over.  Compe¬ 
tition  is  going  to  be  keen.  The  new  factors  in  retailing, 
such  as  chain  stores,  smart  specialty  shops  and  ex¬ 
panded  drug  stores  and  so  on,  which  have  in  recent 
years  experimented  and  felt  their  way,  are  certain  to 
become  important.  In  spite  of  these  difficulties,  the  de¬ 
partment  store  as  an  institution  is  due  to  go  on.  The 
department  store  offers  a  fundamental  service  to  the 
consuming  public,  that  of  many  lines  of  shopping  goods 
under  one  roof  at  a  convenient  shopping  point.  Unless 
and  until  consumer  demand  changes  very  greatly  from 
what  it  is  at  present,  this  service  will  be  demanded  in 
the  future  as  it  has  been  in  the  past. 

Individual  establishments  may  fail.  Stores  in  poor 
locations  may  have  to  give  up.  In  communities  in  which 
there  are  too  many  stores,  some  of  them  may  have  to 
quit.  Stores  with  overhead  burdens  which  can  not  be 
reduced  may  have  to  go.  Mistakes  in  management  will 
take  their  toll  in  the  future  as  in  the  past.  But  the 
department  store  as  an  institution  looks  forward  to  a 
future  as  sound  as  any  presented  by  American  business. 

Policy  changes  will  undoubtedly  be  necessary,  as  they 
have  been  in  the  past.  First  of  all,  if  department  stores 
have  not  already  given  up  dreaming  about  volume  in¬ 
creases,  it  is  time  that  they  should  do  so.  There  is  a 
limit  to  the  total  volume  of  business  available  in  any 
community.  It  is  impossible  to  get  $2’s  worth  of  busi¬ 
ness  out  of  a  place  where  there  is  but  $l’s  worth.  Con¬ 
sumer  demand  is  not  that  expansive  thing,  like  a  rubber 
band,  which  many  business  executives  back  in  the 
1920’s  seemed  to  think  it  was.  People  do  not  just  buy 
anything  or  everything.  No  promotion,  no  matter  how 
clever  it  may  be,  can  make  the  masses  of  the  people 
take  what  they  do  not  want  and  do  not  need.  The 
individual  store  to  survive  mu.st  determine  what  busi¬ 
ness  it  can  reasonably  secure,  and  then  adjust  its 
plant,  equipment,  capital  requirements  and  expenses  to 
that  sales  volume.  If  it  is  not  readily  possible  for  a 
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store  to  do  more  than  50  per  cent  of  what  its  manage-  ( 
ment  thought  it  should  do  back  in  1928  and  1929,  then 
the  s(X)ner  that  store  gets  its  rental,  its  personnel,  its 
equipment  and  its  plans  down  to  this  new  level  the 
better  for  the  store,  the  better  for  its  sources  of  supply,  ^ 
the  better  for  other  retailers,  and  the  better  for  the 
public. 

This  does  not  mean  that  there  is  not  a  place  for 
honest  effort  to  get  ahead,  for  well  planned  promotion, 
or  for  sales  methods  to  raise  the  average  sale.  We  are 
living  and  working  in  a  competitive  system  and  who¬ 
ever  falters  in  trial  and  effort  will  not  only  fall  behind, 
but  fail.  But  in  our  plans  we  do  need  a  more  realistic 
attitude  towards  what  can  actually  be  done,  even  under 
the  most  efficient  conditions. 

There  are  many,  now-a-days,  who  urge  that  retail 
stores  must  secure  a  higher  markup.  As  a  general  policy 
this  seems  a  very  doubtful  procedure.  A  flat,  general 
increase  in  the  markup  in  a  competitive  market  is  an 
open  invitation  to  trouble.  We  are  in  a  period  of  down¬ 
ward  price  trends.  Most  commodities  and  services  are 
being  subjected  to  sharp  declines.  The  public  expects 
declining  trends.  Retailing  is  in  no  position  to  go 
against  these  trends.  On  the  other  hand,  there  may, 
of  course,  now  as  always,  be  higher  individual  markups 
on  carefully  selected  commoclities.  By  specialization  in 
service,  by  providing  people  more  nearly  with  what 
they  want,  by  building  a  special  trade  in  owned  brands 
and  trade-marks  the  markup  can  no  doubt  be  improved 
but,  by  and  large,  on  the  commodities  of  common  use, 
there  is  little  prospect  of  increased  gross  profit.  Ways 
and  means  must  be  found  of  continuing  to  sell  such 
gomls  at  lower  rather  than  higher  markups. 

Quality  Deterioration 

One  of  the  most  important  changes  in  department 
store  policy  that  needs  consideration  pertains  to  the 
quality  of  goods  carried  and  advertised  to  the  public. 
During  the  past  three  years,  and  particularly  during  the 
past  few  months,  there  has  been  a  growing  tendency 
to  handle  not  only  lower  priced  goods  but  also  goods 
that  are  lower  and  poorer  in  quality.  It  is  the  business 
of  retailing  to  provide  such  merchandise  and  services  as 
its  customers  want,  but  one  may  seriously  question 
whether  this  trend  to  poorer  qualities  is  really  in  re¬ 
sponse  to  consumer  demand.  One  may  fairly  ask 
whether  in  the  sale  of  these  goods  the  public  is  not 
being  deceived  and  cheated.  If  this  is  so,  then  there  is 
a  day  of  reckoning  coming,  and  those  who  have  failed 
to  carry  on  under  sound  policies  may  have  to  meet  a 
stiff  penalty. 

In  the  general  price  declines  that  have  occurred  since 
1929,  many  raw  materials,  such  as  cotton,  wool,  silk, 
rayon,  rubl)er,  copper  and  many  others,  have  reached 
lower  price  points  than  ever  Ixjfore.  These  declines  in 
raw  material  prices,  together  with  reductions  in  wages 
and  other  expenses  of  operation,  have  made  it  possible 
to  sell  finished  consumers’  goods  at  considerably  lower 
prices.  In  the  present  competitive  markets,  l)oth  manu¬ 
facturers  and  retailers  have  tumbled  over  one  another  in 
•baking  their  downward  price  revisions.  The  movement 
for  cutting  prices  has,  however,  in  many  instances,  gone 
far  beyond  the  economic  justifications  based  upon  the 


declines  in  prices  of  raw  materials,  labor,  and  other 
expenses.  In  their  frenzied  efforts  to  make  and  to  sell 
goods  at  lower  and  lower  prices,  it  is  clear  that  manu¬ 
facturers,  instead  of  maintaining  their  former  standards 
of  quality  of  materials  and  workmanship,  have  sought  to 
lower  their  costs  of  production  by  the  use  of  poorer 
materials  and  w’orkmanship  and  by  the  widespread  in¬ 
troduction  of  the  use  of  substitutes. 

Even  in  a  low’  priced  fabric  such  as  rayon,  which  in 
its  best  qualities  is  cheaper  today  than  ever  before, 
there  has  been  a  general  tendency  towards  reduction  of 
quality  in  the  finished  goods  by  the  use  of  cheaper 
yarns,  by  reducing  the  count  in  the  weave,  by  stretching 
and  by  w’eighting  to  give  the  necessary  body  to  the  fab¬ 
rics  thus  artificially  cheapened. 

Women’s  full-fashioned  silk  hosiery,  another  fairly 
staple  commodity,  has  l)een  subjected  to  almost  unbe¬ 
lievable  tricks  of  cheapening,  such  as  reducing  the 
numljer  of  courses,  thereby  making  less  than  regular 
widths ;  by  shortening  the  length  below  the  standard  of 
30  inches;  by  using  ordinary  combed  yarns  instead  of 
mercerized  yarns  in  lisle  tops  and  feet,  by  using  cheaper 
and  cheaper  qualities  of  raw  silk  in  spite  of  the  fact  that 
the  best  grades  of  silk  are  today  lower  than  ever  be¬ 
fore;  by  cutting  down  standards  of  inspection  so  that 
where  formerly  20  to  30  per  cent  of  the  run-of-the-mill 
were  classed  as  seconds,  today,  under  the  same  processes 
of  production,  seconds  are  running  only  5  to  10  per 
cent;  by  selling  the  run-of-the-mill,  without  any  inspec¬ 
tion  whatsoever,  as  perfects  and  by  less  care  in  shaping, 
poorer  wrapping,  boxing  and  so  on. 

Similar  cuts  in  auality  are  lieing  made  in  practicallv 
ever}’  other  line  of  merchandi.se.  The  loading  of  silk 
fabrics  is  again  looming  as  a  serious  problem  of  the 
yard  goods  industry.  .Almost  unbelievable  junk  goes 
into  the  inside  construction  of  shoes.  Furs  are  stretched 
to  twice  their  original  and  natural  dimensions.  Scraps 
are  pieced  together  to  make  fur  trimmings  to  be  sold  to 
unsuspecting  customers. 

Skimping  of  Material 


le  business  Men’s  clothing  construction  has  been  cheapened  in 
services  as  every  possible  w’ay,  not  only  in  fabrics  but  also  in  the 
y  question  use  of  substitute  linings  and  padding  materials,  as  well 
ally  in  re-  as  in  poorer  workmanship.  In  w’omen’s  apparel  so 
fairly  ask  called  manufacturing  economies  have  now  been  carried 
blic  is  not  to  the  point  of  using  the  cheapest  and  poorest  kinds  of 
en  there  is  sewing  threads,  of  cutting  down  the  amount  of  stitching, 
have  failed  as  for  example,  in  women’s  dresses,  from  appro.ximately 
to  meet  a  50  feet  to  less  than  20  feet,  by  the  elimination  of  hems. 

seam  allowances  and  extra  materials  that  formerly  made 
urred  since  it  possible  to  alter  and  to  give  comfortable  fit  and  dur- 
wool,  silk,  able  service.  Clever  dress  manufacturers,  using  present 
ive  reached  day  skimping  metho<ls.  are  producing  garments  w’ith 
defines  in  20  to  30  per  cent  less  fabric  per  garment  than  the  home 
IS  in  wages  or  professional  dressmaker  must  use. 

;  it  possible  This  sinister  trend  in  the  cheapening  of  quality  now 
rably  lower  going  on  in  materials,  in  dyes  and  w’orkmanship,  is  one 
l)oth  manu-  of  the  most  dangerous  conditions  in  present  day  mer- 
i  another  in  chandising.  Customers  are  buying  this  merchandise  in 
;  movement  the  l)elief  that  it  represents  e.\ce])tionally  low’  prices. 
:ances,  gone  which  w’ould  be  true  if  the  goods  were  of  former 
:d  upon  the  standards  of  quality.  What  really  seems  to  be  happen- 

(Con tinned  on  page  523) 
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New  Jersey  Merchants  Narrowly 
Escape  Sales  Tax 

That  Would  Have  Crippled  State’s  Retail  Business 

By  GEORGE  V.  SHERIDAN 

Director,  Bureau  of  Taxation  Information 


Never  again  will  the  merchants  of  New  Jersey 
regard  lightly  the  repeated  warnings  of  the 
National  Retail  Dry  Goods  Association  that  a 
crushing  retail  sales  tax  is  today  a  threatening  possi¬ 
bility  in  practically  ever\-  American  state. 

On  June  6th,  after  the  most  spectacular  legislative 
demonstration  New  Jersey  has  witnessed  in  25  years, 
the  retailers  of  that  state  induced  the  legislature  to 
withdraw  an  emergency  one  per  cent  retail  sales  tax 
proposal,  which,  when  introduced  on  June  1st,  seemed 
to  be  almost  certain  of  passage. 

The  fact  that  it  would  have  cost  some  of  the  larger 
department  stores  in  the  New  Jersey  metropolitan  areas 
from  $100,000  to  $350,000  for  the  current  year,  with¬ 
out  the  slightest  chance  of  even  partial  recovery  through 
transference  of  the  tax  to  the  consumer,  and  that  its 
collection  might  have  bankrupted  hundreds  of  small 
retailers,  was  given  scant  consideration  by  the  legisla¬ 
tive  and  political  powers  of  the  state  until  the  mer¬ 
chants  thoroughly  aroused,  literally  stampede  1  tne 
legislative  halls  at  Trenton. 

Caught  by  Surprise 

New  Jersey  merchants  were  caught  completely  by 
surprise  late  in  May  when  a  coalition  of  political  and 
industrial  leaders  suddenly  sprung  the  plan  of  levying, 
for  a  period  of  one  year,  a  general  flat  retail  sales  tax 
of  one  per  cent,  supplemented  with  a  variety  of  special 
luxury,  amusement  and  store  license  taxes. 

Without  advance  warning  of  any  kind,  the  stage  was 
set  to  rush  the  bill  to  passage  in  the  special  session 
of  the  New  Jersey  legislature  which  convened  at  Tren¬ 
ton  on  May  23rd.  Previously,  Governor  Harry  Moore 
had  summoned  a  special  committee  representing  the 
leading  industrial  interests  of  the  state  to  consider 
methods  of  raising  $18,000,000  which  New  Jersey 
needs  to  finance  relief  for  her  unemployed  during  the 
current  year.  Almost  unanimously  the  committee 
recommended  the  general  sales  tax  plan  which  Miss¬ 
issippi  had  adopted  on  May  1st. 

\\'hen  the  legislature  assembled  late  in  May,  political 
considerations  were  scrapped.  Senator  Richards  of  At¬ 
lantic  County,  the  majority  leader,  joined  with  Senator 
Brown,  the  minority  leader,  in  drafting  the  intricate 


orovisions  of  the  bill.  On  May  30th,  both  major  polit¬ 
ical  parties  held  their  state  conventions  in  Trenton  and 
after  the  cursory  discussions  of  what  such  a  measure 
might  mean  to  the  commercial  interests  of  the  state,  it 
was  almost  unanimously  approved  by  both  parties. 
Political  leaders  great  and  small  calmly  served  notice 
on  the  merchants  that  New  Jersey  faced  a  great 
“emergency”  and  that  although  they  regretted  the 
necessity  of  forcing  through  such  a  tax,  no  protests 
would  be  considered. 

Thoroughly  aroused,  the  merchants  in  the  larger  cit¬ 
ies — realizing  that  such  a  tax,  imposed  even  for  a  single 
year,  would  remove  all  possibility  of  profit  and  in  many 
instances  cut  heavily  into  their  reserves — started  a 
rapid-fire  organization  which  quickly  extended  to  the 
smaller  cities  and  towns.  Launched  by  an  active  de¬ 
partment  store  committee  in  Newark,  the  movement 
quickly  caught  hold.  The  Tax  Information  Bureau  of 
the  N.  R.  D.  G.  A.  was  called  in  hurriedly,  and  Mr. 
Sweitzer  and  I  spent  a  considerable  portion  of  that 
week  meeting  with  local  committees  an(I  presenting  the 
arguments  against  state  retail  sales  taxing  to  legislators. 

It  was  an  uphill  fight,  but  by  June  1st  a  state-wide 
merchants’  association  had  been  organized  and  floods  of 
protests  were  started  towards  Trenton.  The  postmaster 
of  the  Legislature  is  quoted  in  the  New  York  Herald- 
Tribune  of  June  7th  as  stating  that  on  June  6th, 
100.000  letters  protesting  against  the  bill  were  received 
at  his  office,  and  that  this  constituted  the  greatest  legis¬ 
lative  demonstration  on  any  measure  during  his  25  years 
of  service  at  the  State  House. 

Protests  Effective 

In  the  painfully  short  time  at  their  disposal,  the  mer¬ 
chants  of  New  Jersey  worked  so  effectively  that  the 
wave  of  protest  gradually  reached  proportions  which 
thoroughly  alarmed  the  politicians.  When  the  initial 
hearing  was  finally  held  at  Trenton  on  June  6th,  special 
trains  and  auto  caravans  brought  merchants  from  every 
section  of  that  state.  The  hearing  was  dramatically  inr 
terrupted  by  the  Governor  who  announced  that  another 
method  had  been  found  to  finance  the  unemployment 
emergency.  The  bill — heralded  as  certain  of  passage  a 
week  previously — was  withdrawn. 
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Defeating  the 
Sales  Tax  in 
New  Jersey 

Statement  by  A.  S.  CRONHEIM 

President,  Hahne  &  Company,  Newark,  N. 
Representing  the  Merchants  of  New  Jersey 


For  the  benefit  of  members  in  other  states  the 
following  resume  of  the  action  that  was  taken  by  New 
Jersey  merchants  in  opposing  the  recent  New  Jersey 
Sales  Tax  Legislation,  has  been  prepared  for  The 
Bulletin.  The  Editor 

At  the  request  of  the  Governor  of  the  State,  a 
conference  was  called  for  the  purpose  of  assisting 
and  recommending  to  the  Governor,  a  means  of 
raising  $18,000,000  to  $20,000,000,  to  be  used  for 
unemployment  relief  purposes.  This  conference  was 
attended  by  representative  leaders  of  business  of  the 
State,  and  there  was  presented  to  the  conferees  by 
Ex-Govemor  Stokes  of  New  Jersey  a  report  of  the 
United  States  Department  of  Commerce,  showing  that 
retail  sales  for  the  State  of  New  Jersey  for  1929 
totaled  $1,800,000,000,  and  it  was  suggested  by  him 
that  a  one  per  cent  tax  thereon  would  provide  about 
the  amount  deemed  necessary  for  the  purpose  above 
mentioned. 

At  this  conference  our  craft  was  represented  by 
Mr.  W.  G.  Wells,  of  L.  Bamberger  &  Co.  He  opposed 
the  sales  tax,  but  was  voted  down. 

Merchants’  Conference  Called 

After  the  intention  of  the  Legislators  to  recommend 
a  bill  embodying  a  retail  sales  tcLx  was  given  wide  pub¬ 
licity  in  the  newspapers  of  Thursday,  May  19th,  Mr. 
Schindel  of  Kresge  Department  Store,  Mr.  Wells  of 
Bamlierger’s,  and  the  writer,  had  a  conference,  at 
which  we  decided  that  it  would  become  necessary  for 
us  to  organize  a  New  Jersey  Retail  Merchants’  Asso¬ 
ciation,  to  offer  a  well-organized  opposition  to  this 
unfair  taxation. 

On  Saturday,  May  21st,  we  sent  out  about  100  tele¬ 
grams  to  the  leading  merchants  of  the  State,  including 
Retail  Divisions  of  a  number  of  Chambers  of  Com¬ 
merce,  requesting  that  they  meet  with  us  in  Newark  on 
Monday  afternoon.  May  23rd.  At  this  meeting  it  was 
proposed  to  form  a  New  Jersey  Retail  Merchants’ 
Association,  and  this  met  with  unanimous  approval. 

At  this  meeting  we  had  the  counsel  and  advice  of 

(Continued 
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Mr.  Channing  E.  Sweitzer  and  Mr.  George  V.  Sheri¬ 
dan,  who  advised  us  as  to  similar  propos^  legislation 
in  other  states  and  the  effects  of  sales  tax  legislation 
where  it  had  become  effective. 

That  same  day  we  sent  out  telegrams  and  letters  to 
every  Chamber  of  Commerce  in  the  State,  and  also 
to  the  principal  merchants  of  the  State,  requesting  that 
they  meet  with  us  at  the  Newark  Athletic  Club  at 
luncheon,  to  devise  ways  and  means  of  properly  pre¬ 
senting  our  opposition. 

It  was  also  agreed  at  this  meeting  that  we  should 
arrange  to  have  a  hearing  before  the  Essex  County 
Assembly  Delegation,  and  this  was  subsequently  ar¬ 
ranged  for  4  P.  M.  the  following  Thursday,  at  the 
Newark  Elks  Home.  At  this  hearing,  I  acted  as 
Chairman,  and  introduced  as  our  first  speaker,  Mr. 
Sheridan  of  the  National  Retail  Dry  Goods  Associa¬ 
tion.  Following  Mr.  Sheridan,  Mr.  Wells  expressed 
his  views,  and  after  him  Mr.  Schindel. 

At  this  hearing  we  were  informed  by  some  members 
of  the  Delegation  that  we  might  expect  the  Bill  to  be 
pushed  tlirough  the  Legislature  the  following  Monday 
evening,  and  in  view  thereof,  we  decided  to  request  a 
hearing  before  the  Judiciary  Committee  of  the  State 
Senate,  which  was  arranged  for  on  the  following 
Monday. 

Association  Formed 

In  the  meantime,  we  went  ahead  with  the  incorpor¬ 
ation  of  the  Retail  Merchants’  Association  of  New 
Jersey,  and  it  was  agreed  that  all  of  the  representatives 
at  the  luncheon  meeting  held  at  the  Newark  Athletic 
Club  would  arrange  to  have  all  their  associates  write 
their  respective  State  Senators  and  Assemblymen  from 
their  home  addresses,  protesting  against  a  sales  tax  in 
the  State. 

In  between  these  meetings,  I  received  a  telephone 
call  from  the  State  Tax  Collector,  who  was  seeking  in¬ 
formation  regarding  the  perplexities  of  the  sales  tax, 
and  I  pointed  out  to  him  during  our  conversation,  that 
when  they  proposed  a  one  per  cent  (1%)  tax  on  retail 
sales  of  $1,800,000,000  they  were  starting  off  on  a 
on  page  527) 
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Eliminating  Waste 

From  Merchandising  and  Sales  Promotion 

By  B.  EARL  PUCKETT 

President,  Frederick  Loescr  &  Co.,  Inc..  Brooklyn,  N.  1'. 

Address  delivered  at  the  Joint  Convention,  Sales  Promotion  Division  and 
Merchandise  Managers^  Division,  June  22,  1932 


This  subject  of  “Eliminating  Waste  from  Mer¬ 
chandising  and  Sales  Promotion”  is  a  good  “basket” 
or  “catch  all”  clause ;  one  almost  unlimited  in  scope 
and  one  which  could  easily  be  the  title  of  a  book  pub¬ 
lished  in  the  best  1929  manner,  running  into  three  or 
four,  or  even  eight  or  ten  volumes,  but  I  am  going  to 
confine  my  remarks  to  some  definite  observations, 
after  I  have  made  a  few  general  statements  as  a  plat¬ 
form  or  starting  point. 

I  believe  that  department  stores  have  entered  their 
third  phase.  The  first  phase  ended  about  1910  to  1915. 
The  second  phase  ended  about  1926  to  1931.  Each  of 
these  two  phases  had  their  particular  merchandising  and 
promotion  problems.  Elach  era  produced  its  outstand¬ 
ing  individual  leaders.  They  were  outstanding  because 
they  sensed  the  merchandising  and  promotion  needs  of 
their  times  and  kept  their  organizations  tuned  in  key 
with  them. 

First  or  Market  Phase 

When  markets,  both  domestic  and  international,  be¬ 
came  developed  to  the  point  where  they  could  l)e  con¬ 
tacted  in  an  organized  manner,  we  found  the  depart¬ 
ment  store  born  as  a  central  market  place  where  the 
merchandise  treasures  of  the  world  were  brought  to¬ 
gether  in  one  place  for  inspection  and  purchase  by  the 
consumer.  The  wider  the  market  contacts,  the  more 
varied  the  selection  and  the  more  successful  the  store. 
Relationships  between  producer  and  retailer  were  very 
close.  The  store  was  a  distributor  for  a  certain  limited 
number  of  manufacturers  and  a  few  added  to  the  vari¬ 
ety  by  world  wide  contacts.  Obtaining  the  goods  was 
the  important  factor.  Price  levels  were  fairly  stable 
but  were  slowly  rising.  Wages  were  cheap  and  the 
department  store  had  a  practical  monopoly  on  the 
services  of  girls  who  had  to  work.  Rents  were  rela¬ 
tively  cheap.  Amusements  were  few.  Shopping  was 
an  education,  a  pleasure  and  a  i)astime.  if  the  store 
had  market  contacts  that  furnished  a  widely  varied  line 
of  merchandise.  It  was  a  market  era  for  department 
stores.  Marshall  Field,  John  Wanamaker  and  Benjamin 
Altman  knew  it  and  their  use  of  this  knowledge  made 
them  famous. 

Second  or  Aggressive  Selling  Phase 

In  the  second  era,  markets  were  not  only  easy  to  find 
but  the  producer  was  taking  the  aggressive.  He  was 
looking  for  outlets  to  the  consumer.  We  had  quantity 
or  mass  production,  with  its  offspring,  fashion  or  de¬ 
sign  change.  As  always,  the  child  (fashion)  was  the 


master  and  the  savior  of  the  parent  (mass  production). 

We  also  had  rapidly  increasing  price  levels  and  we 
had  a  phenominal  increase  in  industrial  activity,  with 
its  con.sequent  rise  in  living  standards.  With  the  pro¬ 
ducer  looking  for  someone  to  absorb  his  production  in 
([uantity;  with  prices  daily  increasing  and  with  con¬ 
sumers  newly  made  rich,  this  was  the  time  for  aggress¬ 
ive  selling.  Locations  as  to  city,  street  and  number  were 
of  prime  importance.  Advertising  budgets  doubled  and 
then  tripled.  Full  pages  grew  into  double  trucks  and 
then  into  eight  and  twelve  page  .sections.  Some  stores 
boasted  of  their  virtues,  other  claiming  to  be  still 
better,  while  still  others  claimed  to  be  X  per  cent  better 
than  all  others.  It  was  indeed  a  high  pressure  selling 
l)eriod.  Buildings  were  expanded  so  frequently  as  to 
apjtear  almost  continuous  and  architects  became  perma¬ 
nent  members  of  many  store  organizations.  It  was  an 
age  to  “go  get  it”  in  the  best  American  manner.  The 
Webers,  Strauses.  Filenes  and  Bamltergers  knew  this 
and  the  results  of  their  use  of  this  knowledge  is  known 
to  all. 

Third  or  Stabilizing  Phase 

Department  stores  made  their  debut  in  the  first  era 
and  they  made  a  “hit.”  In  the  second  era,  they 
“stepped  out,”  a  little  fast,  a  little  reckless,  a  little 
n  )isy  and,  jterhaps,  quite  irresponsible  at  times.  Noise 
and  action  were  important.  Loud  talk  counted — and 
how  some  of  them  talked!  They  were  living  and  how 
they  lived  I  The  wild  rush  of  parties  is  over,  we  have  a 
bad  headache  and  a  feeling  of,  “What’s  the  use?”  It  is 
my  guess  that  it  is  just  tiredness  and  a  case  of  nerves 
from  the  dizzy  whirl.  Is  it  not  possible  that  the  age 
of  reason  has  been  attained  by  department  stores?  The 
destination  is  liable  to  become  of  more  importance  and 
the  amount  of  activity  less.  Perhaps  we  have  almost 
grown  up  and  are  ready  to  consider  settling  down  to 
life  in  earnest. 

No  one  has  invented  a  new  method  of  distributing 
merchandise  that  puts  us  in  the  horse-and-buggy  class. 
No  fad  or  fashion  change  has  made  a  last  year’s  Em¬ 
press  Eugenie  hat  of  us  yet.  There  is  still  a  lot  of 
work  to  be  done  in  distribution  and  the  department  store 
is  certainly  a  good  candidate  for  the  job. 

Guide  Posts 

If  you  agree  with  my  general  platform,  I  suggest 
the  following  points  as  guide  posts  along  the  way : 

1.  Remember — 1929  is  just  another  date  in  history. 
It  is  of  use  in  1932  only  to  the  extent  that  we  profit 
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from  its  mistakes  in  planning  1933.  We  can  never  go 
l)ack  hut  if  we  plan  and  execute  wisely,  we  will  not 
want  to. 

2.  Remember — the  second  phase  or  era  contained 
the  fundamentals  of  the  first.  The  newer  leaders  com¬ 
peted  with  the  old  on  their  own  territory  and  also  added 
a  new  emphasis.  This  third  phase  will  retain  the  fun¬ 
damentals  of  “markets”  and  aggressive  selling,  its  two 
predecessors,  hut  will  add  “wise  selling”. 

3.  Rememl)er — department  stores  do  less  than  one- 
fifth  of  the  retail  volume.  We  still  have  plenty  ol 
room  to  grow.  It  is  our  job  to  learn  how  to  compete 
more  successfully  for  the  other  four  fifths.  If  we 
cannot  compete  under  present  conditions,  it  is  plain 
that  we  must  change  the  conditions. 

4.  Remember — it  is  the  function  of  a  department 
store  to  sell  merchandise  at  a  profit  rather  than  serve 
as  a  museum,  art  center,  educational  center  or  a  monu¬ 
ment  to  the  founder. 

Lost  Sales 

5.  Remember — a  customer  wants  what  she  wants 
when  she  wants  it  and  that  she  has  a  pnirfect  right  to 
expect  you  to  have  it  and  is  justified  in  blaming  you  if 
you  do  not  have  it.  The  fact  that  your  buyer  did  or 
did  not  get  a  good  buy  yesterday  is  of  incidental  inter¬ 
est.  If  a  man  needs  a  susi)ender  button,  he  usually 
needs  it  badly  and  as  long  as  he  needs  it,  that  button 
is  of  more  imjiortance  to  him  than  all  of  the  new'est 
creations  from  Paris  or  a  stupendous  value  in  last 
year's  model  of  ice  skates.  Stores,  today,  are  turning 
away  at  least  one  customer  out  of  every  ten  and  most 
stores  are  turning  away  at  least  one  customer  out  of 
every  five.  Most  of  us  could  make  up  our  lost  volume 
by  eliminating  lost  sales  due  to  incomplete  stocks. 
When  the  department  store  industry  becomes  stabilized 
and  we  recognize  that  we  are  in  an  era  of  wise  sell¬ 
ing,  incomplete  stocks  will  be  a  business  crime  rather 
than  a  rule. 

6.  Remember — a  long  shopping  list  completely  and 
satisfactorily  filled  is  a  stronger  advertisement  than  a 
page  full  of  pictures  and/or  black  ink.  A  succession 
of  thein  beats  an  eight  page  Section  badly. 

7.  Remember — a  good  salesman  always  trades  the 
prosjiect  “up”  or  “down.”  There  is  more  money  in  it 
and  there  is  more  customer  satisfaction  in  it.  There 
is  a  natural  downward  pull  in  business  just  as  there  is 
in  j)hysics.  It  is  just  as  certain  as  the  law  of  gravity. 
Effort  is  required  to  climb  but  it  gets  you  places. 

8.  Remember — the  customer  buys  things  for  use 
and  the  average  department  store  customer  is  just 
getting  interested  when  Vogue  has  forgotten  it,  the 
fashion  forecaster  has  dropped  it  and  the  buyer  and 
salespeople  have  begun  to  get  tired  of  it.  If  you  re¬ 
member  this,  there  will  lie  fewer  Iwithing  suit  adver¬ 
tisements  in  April  and  more  when  the  water  and  the 
sand  thaws  out.  You  will  also  sell  some  summer  goods 
in  August  and  when  the  September  sun  drives  the 
thermometer  over  one  hundred  degrees,  your  customer 
will  think  pleasant  thoughts  alxjut  you.  Every  season 
since  I  have  been  in  retailing  has  been  a  late  one  and, 
therefore,  to  be  blamed  for  markdowns.  In  the  era 
of  wise  selling,  we  will  be  so  busy  with  necessary  work 
that  we  will  let  the  weatherman  run  the  seasons  and 
we  will  try  to  synchronize  with  them  rather  than  to 
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rush  them.  Who  knows — jierhaps  with  his  millions  of 
years  of  experience,  the  w’eatherman  knows  best  any¬ 
way. 

9.  Remember — ^you  merchandise  and  promote  mer¬ 
chandise  and  not  department  numbers.  If  your  toilet 
articles  department  is  out  of  tooth  paste,  you  are  open- 
to-buy  tooth  paste,  regardless  of  the  size  of  the  red 
figure  on  the  seventh  line  of  the  merchandise  control 
report.  Just  l)ecause  last  year’s  operating  statement 
showed  an  expense  figure  of  forty-four  per  cent  for 
the  furniture  department  doesn’t  prove  that  it  actually 
costs  forty-four  per  cent  to  sell  mattresses  from  sample 
with  a  minimum  of  selling  space  and  no  reserve  stock 
space  or  workroom  costs.  As  a  matter  of  fact,  many 
departments  have  been  converted  from  red  to  black 
figures  by  adding  items  that  sold  on  a  margin  less  than 
the  departmental  expense  of  the  preceding  year.  Wise 
selling  in  a  i)eriod  of  stabilization  demands  that  you 
merchandise  and  promote  items  and  lines  not  statistical 
reports. 

10.  Remember — fixed  charges  have  a  way  of  staying 
fixed  and  that  closing,  or  refusing  to  open,  a  depart¬ 
ment  because  it  cannot  show  a  profit  after  absorbing 
fixed  charges  is  a  good  example  of  working  for  figures 
instead  of  making  figures  work  for  you.  The  question 
of  whether  or  not  to  incur  fixed  charges  is  a  most  seri¬ 
ous  problem  if,  and  when  you  consider  building  ex¬ 
pansion.  After  you  have  expanded,  your  only  way  out 
is  often  to  carry  departments  or  lines  of  merchandise 
that  will  absorb  at  least  most  of  the  fixed  charges  and 
thereby  place  other  departments  in  a  position  to  oper¬ 
ate  profitably.  Fixed  charges  is  probably  the  gravest 
problem  before  department  stores  today.  They  will, 
probably,  force  us  to  compete  for  a  part  of  the  re¬ 
maining  eighty  per  cent  of  distribution.  We  must 
use  our  departmental  net  profit  figures.  They  are 
valuable.  We  must  not  let  them  use  us.  They  are 
dangerous  masters. 

Rigid  Policies  Dangerous 

11.  Remember — a  department  store  is  not  a  single 
businps.  It  is  dozens  of  businesses,  each  with  its  own 
IJeculiarities.  Beware  of  the  rigid  application  of  store¬ 
wide  policies.  The  application  of  a  jxjlicy  is  of  more 
imjwrtance  than  the  policy  itself  and  this  application 
varies  as  between  lines  of  merchandise.  The  reason 
stores  have  strong  departments  is  usually  because  the 
storewide  merchandising  policies  are  applicable  to  the 
merchandise  of  that  particular  department.  The  same 
store  has  a  weak  dejiartment  l)ecause  the  storewide 
rnerchandising  policy  is  not  the  best  one  for  that  ixir- 
ticular  department. 

12.  Remember — the  buyer  does  not  deserve  all  of 
the  credit  for  a  success  and  neither  does  the  buyer 
deserve  all  of  the  blame  for  a  failure.  Of  course,  it 
is  true  that  many  buyers,  merchandisers  and  publicity 
men  assumed  the  credit  uj)  to  1929  but  now  they  have 
learned  l)etter.  the  store  heads  have  learned  l)etter  and 
we  will  have  to  make  a  new  start.  Most  stores 
paid  out  fabulous  sums  in  executive  salaries  in  the 
second  era,  thinking  they  were  rewarding  for  mer¬ 
chandising  ability  to  obtain  business  increases,  when 
actually,  the  increases  come  from  commodity  price  in¬ 
creases  and  additional  s^^ending  power  of  the  masses. 
In  a  i^eriod  of  stabilization  and  of  wise  selling,  jobs 
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Business  Statesmanship 

in  Electrical  Merchandising 

By  THE  ELECTRICAL  MERCHANDISING  JOINT  COMMITTEE 


- 

POLICIES  calling  for  a  high  ideal  of  business 
statesmanship  were  announced  by  speakers  before 
the  National  Electric  Light  Association  Convention 
in  Atlantic  City,  June  5th  to  10th,  1932.  Amid  the 
confusion  and  chaos  now  attending  the  merchandising 
of  household  electrical  appliances,  J.  F.  Owens  of  the 
National  Electric  Light  Association,  P.  A.  O’Connell  of 
the  National  Retail  Dry  Goods  Association,  P.  S.  Ark¬ 
wright  of  the  National  Electric  Cookery  Council  and 
Kenneth  Dameron  of  the  Electrical  Merchandising 
Joint  Committee,  outlined  policies  of  far  reaching  im¬ 
portance  and  far  beyond  the  feeling  of  the  moment. 

Need  for  Public  Interest  Cited 

In  his  presidential  address,  J.  F.  Owens  of  the  Na¬ 
tional  Electric  Light  Association  emphasized  the  nec¬ 
essity  of  considering  public  interest. 

“Under  the  leadership  of  the  Electrical  Merchandis¬ 
ing  Joint  Committee  much  has  been  accomplished 
toward  bringing  about  a  lietter  understanding  of  the 
electric  utility’s  place  in  the  electrical  merchandising 
field.  The  special  aim  of  this  joint  committee  has  been 
to  bring  about  this  understanding  betw'een  our  industry 
and  the  retailers  and  dealers  throughout  the  countr>'. 

“Although  there  are  indications  that  attempts  may 
be  made  at  coming  sessions  of  legislatures  to  enact  laws 
preventing  utilities  from  merchandising,  there  is  no 
question  but  that  the  public  has  the  right  to  expect 
from  central  stations  leadership  in  bringing  to  the  at¬ 
tention  of  their  customers  the  part  that  electricity  may 
play  in  their  daily  lives. 

“It  is  the  duty  of  the  central  station  to  inform  its 
customers  of  the  means  that  they  may  employ  in  utiliz¬ 
ing  to  the  fullest  extent  the  advantages  which  electricity 
offers.  This  merely  means  the  merchandising  of  electric 
appliances.  It  does  not  mean,  however,  that  the  central 
station  should  attempt  to  monopolize  the  field;  neither 
does  it  mean  that  it  is  not  equally  the  duty  of  central 
stations  to  cooperate  with  retail  agencies,  in  order  that 
the  public  may  have  the  benefit  of  their  assistance  in 
doing  the  job. 

“I  am  thoroughly  convinced  that  it  is  not  in  the 
public  interest  to  drive  the  central  station  from  the 
electrical  merchandising  field.  I  am  also  persuaded 
that  it  is  not  in  the  interest  of  the  retailer  nor  contractor 
that  legislation  be  enacted  preventing  utility  merchan¬ 
dising.  I  am  further  of  the  opinion  that  if  every  central 
station  executive  shaped  his  merchandising  policies  with 
due  consideration  for  the  rights  of  the  regular  retailers, 
there  would  be  no  demand  for  merchandising  legisla¬ 
tion.  Wherever  this  demand  exists,,  it  may  be  traced, 
in  a  majority  of  cases,  to  the  failure  of  some  utility 
operator,  not  always  the  electric  utility,  who  has  dis¬ 
regarded  sound  merchandising  principles  and  in  his 


zeal  invoked  practices  that  will  not  square  with  sound 
business  princinles. 

“I  need  not  argue  that  legislation  should  be  tbe  last 
resort  of  reasonal)le  men  to  cure  difficulties  or  to  effect 
changes  that  might  better  be  done  by  conference  and 
cooperative  effort.  That  cooperation  works  has  lieen 
proved  in  many,  many  cases  during  the  past  year ;  that 
legislation  benefits  neither  the  utility,  the  merchant, 
nor  the  public,  is,  in  my  judgment,  in  the  process  of 
being  conclusively  demonstrated.  This  question  of 
merchandising  is  a  major  executive  problem  and  de¬ 
mands  tbe  earnest  individual  attention  of  the  one  in 
the  utility  company  who  is  responsible  for  its  p>olicy. 

“I  hope  there  may  be  no  cessation  during  the  coming 
year  in  the  vigorous  attempts  lieing  made  by  tbe  electric 
light  and  power  companies  to  substitute  cooperation  for 
misunderstanding  on  the  part  of  a  very  influential  sector 
of  American  business. 

Cooperation  Emerging  From  Better  Understanding 
of  Merchandising 

P.  A.  O’Connell,  President  of  the  National  Retail 
Dr}'  Goods  Association,  in  an  address  before  the  Na¬ 
tional  Electric  Light  Association  emphasized  the  fact 
that  cooperation  between  utilities  and  retailers  must 
come  from  a  better  understanding  of  the  distribution 
jiroblem  involved. 

“The  various  steps  that  have  been  taken  by  the  elec¬ 
trical  appliance  industry  to  secure  distribution  have  been 
natural  ones,  although  not  in  all  instances  have  they 
lieen  wise.  The  first  task  was  to  educate  the  consuming 
public  to  understand  and  to  want  electrical  household 
help.  The  natural  first  step  was  to  have  the  utility 
companies  which  supply  the  current  and  consequently 
are  most  keenly  interested,  help  share  the  burden  of 
promotion.  This  they  have  done  very  effectiv'ely,  as  the 
growth  of  the  industry  testifies.  I  liave  in  mind  a  six- 
week’s  campai^  recently  carried  out  by  New  England 
Power  promoting  the  relatively  new  field  of  electric 
ranges.  Between  the  first  of  April  and  the  middle  of 
May  they  sold  more  than  1,000  ranges,  besides  uncover¬ 
ing  many  more  potential  customers  who  doubtless  will 
be  in  the  market  later.  For  original  promotion  the 
public  utilities  have  been  the  logical  agency  to  help 
carry  the  load.  Now,  however,  that  the  industry'  has 
come  to  the  next  stage  when  wider  and  more  econ¬ 
omical  distribution  is  required,  the  established  retail 
store  is  the  outlet  needed. 

“Apparently  the  difficulties  encountered  so  far  have 
l)een  due  in  part  to  local  misunderstandings  and  in  part 
to  short-sighted,  unsound  merchandising  practice  on  the 
part  of  all  three  groups— the  appliance  manufacturers, 
the  utilities  stores  and  the  retail  stores.  Good  merchan¬ 
dising  does  not  overcome  its  obstacles  by  price  slashing 
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or  l^y  offering  extravagant  premiums.  The  expen.se  of 
selling  must  be  kept  down,  but  the  price  must  l)e  suffi¬ 
cient  to  allow  a  reasonable  profit  for  the  distributor 
and  for  the  manufacturer.  The  consumer  must  be  able 
to  secure  the  merchandise  conveniently  and  at  the  lowest 
price  that  will  permit  a  reasonable  profit  on  its  manu¬ 
facture  and  distribution.  The  moment  anyone  attempts 
to  cut  below  that  price,  he  not  only  disrupts  his  own 
business  but  he  also  destroys  the  confidence  of  the  con¬ 
sumer  in  the  product. 

“I  have  before  me  a  long  list  of  grievances  offered 
both  against  the  stores  operated  by  the  public  utility 
comjvanies  and  against  the  retail  stores,  and  I  imagine 
that  the  majority  of  infractions  cited  are  true.  In  some 
sections  of  the  country,  the  feeling  Ijetween  these  two 
groups  apparently  has  l^ecome  very  intense.  But  when 
you  come  to  really  analyze  it  the  whole  situation  seems 
rather  foolish,  for  all  three  of  the  groups  represented 
have  identically  the  same  interests,  namely  to  do  busi¬ 
ness  at  a  profit.  He  who  is  not  in  business  to  make 
money  is  not  in  business.  The  public  utilities  are  in¬ 
terested  in  the  increased  use  of  appliances  using  electric 
current ;  the  retail  merchants  are  interested  in  supplying 
as  many  as  possible  of  such  appliances  to  the  consuming 
public :  the  appliance  manufacturers  are  interested  in 
establishing  permanent  and  reliable  channels  of  distri¬ 
bution  for  their  products  that  will  reach  the  largest 
number  of  consumers  at  the  lowest  selling  cost,  and 
that  will  leave  a  reasonable  margin  of  profit  for  IxJth 
manufacturer  and  retailer. 

“Given  these  factors,  it  is  apparent  that  the  difficul¬ 
ties  between  the  utilities  and  the  retail  merchants  can  lie 
adjusted,  for  it  is  to  the  advantage  of  both  that  they 
shall  l>e.  In  fact,  substantial  progress  in  this  direction 
already  has  been  made.  I  believe,  however,  that  the  real 
solution  of  the  whole  merchandising  problem  lies  in  the 
hands  of  the  appliance  manufacturers  themselves,  and 
depends  upon  the  selection  of  quality  stores  as  their 
primary  retail  outlets.  Heretofore,  in  the  salesman- 
ager’s  wild  rush  for  business,  he  has  sold  wherever 
he  could  get  an  order.  He  has  failed  to  take  into  con¬ 
sideration  the  standing  and  reputation  of  the  store  in 
which  he  desired  to  place  his  products  or  the  effect  that 
the  store  w’ould  have  on  their  prestige.  He  has  been 
thinking  in  terms  of  the  immediate  sale  rather  than  the 
future  of  his  business.  The  truth  is  that  a  manufacturer 
should  select  his  retail  distributors  as  carefully  as  he 
picks  the  personnel  of  his  own  plant.” 

Testing  Appliances 

In  the  course  of  his  remarks,  Mr.  O’Connell  indi¬ 
cated  that  “it  would  help  the  consumer  very  much  and 
also  the  retail  merchant  if  every  new  electrical  ap¬ 
pliance  could  lie  tested  by  an  authorized  laboratory  to 
make  sure  that  it  is  of  go^  quality,  that  it  will  do  what 
it  is  supposed  to  do,  and  that  it  is  safe.  This  should 
be  done  before  the  product  is  put  onto  the  market  and 
the  product  should  be  plainly  marked  as  having  been 
approved  by  such  a  laboratory.  In  understand  that  such 
tests  are  now  carried  out  independently  by  most  of  the 
utility  companies  so  far  as  the  products  which  they 
handle  are  concerned.  To  the  retail  merchant,  how¬ 
ever,  and  probably  also  to  the  utility  companies,  the 
establishment  of  a  central  laboratory  under  the  direction 
of  the  National  Electric  Light  Association  which  would 

(Continued 


use  the  standards  set  up  by  the  Association,  would  be 
a  tremendous  advantage.  Through  such  a  laboratory  the 
Association  could  practically  rule  out  products  that  are 
unsatisfactory  and  could  directly  help  to  encourage  the 
production  and  distribution  of  quality  appliances.” 

The  Light  and  Power  Industry  and  the 
Public  Welfare 

Floyd  L.  Carlisle,  Chairman  of  the  Board,  Con¬ 
solidated  Gas  Company  of  New  York  and  Niagara 
Hudson  Power  Corporation,  in  addressing  the  National 
Electric  Light  Association  convention  emphasized  the 
public  welfare  aspect  of  the  light  and  power  industry. 

“The  most  important  object  of  organized  society  is 
to  promote  the  public  welfare.  This  is  not  alone  the 
purpose  of  government,  but  is  the  ultimate  object  of 
all  individual,  group  and  corporate  endeavors.  Our 
business  undertakings  are  not  an  end  in  themselves, 
but  the  means  to  an  end.  The  doctrine  of  the  widest 
freedom  of  individual  initiative  is  predicated  upon  the 
l)clief  that  this  is  the  best  policy  for  society  as  a  whole. 

I  have  chosen  the  subject  of  the  light  and  power  in¬ 
dustry  and  the  public  welfare  because  I  desire  to  dis¬ 
cuss  primarily  the  human  and  public  side  of  our  busi¬ 
ness  rather  than  its  pure  economics.  This  will  therefore 
l)e  something  of  an  excursion  into  ethics,  morals  and 
jxjints  of  view  on  public  questions. 

“It  is  useless  to  emphasize  to  this  audience  that  elec¬ 
tric  power  is  the  greatest  labor-saving  device  of  all 
time.  The  enormous  growth  of  the  industry  has  not 
been  made  at  the  expense  of  the  customer,  but  to  his 
profit.  In  the  year  1902  the  gross  sales  of  electricity 
amounted  to  $M,000,000;  in  1912,  $287,000,000;  in 
1922,  $1,020,000,000;  in  1931,  $2,137,000,000.  Such  a 
growth  could  only  have  been  possible  predicated  upon 
the  prosperity  of  the  consumers  using  this  energy  and 
the  fact  that  it  constituted  a  tremendous  saving  to 
them.  Great  tribute  must  be  paid  to  the  skill  within  the 
industry  in  developing  markets.  Industries  which  could 
supply  themselves  with  their  own  energy  have  in  re¬ 
cent  years  l)ecome  the  customers  of  the  central  station 
companies.” 

Selling  Points  for  Electric  Ranges 

In  an  effective  manner  P.  S.  Arkwright,  Chair¬ 
man  Executive  Committee,  National  Electric  Cookery 
Council,  National  Electric  Light  Association,  President, 
Georgia  Power  Company,  Atlanta,  Georgia,  stressed  the 
use  of  positive  selling  ideas. 

“If  you  will  take  the  appliances  that  have  been  sold 
in  greatest  quantity,  you  will  find  that  they  are  those 
that  have  been  most  widely  advertised  and  most  ag¬ 
gressively  merchandised.  It  is  illustrated  even  in  the 
electrical  refrigerator.  Until  the  formation  of  this 
Bureau  and  intense  advertising  of  it,  and  enterprising, 
aggressive  merchandising  of  it,  we  weren’t  selling  any 
electrical  refrigerators,  and  we  haven’t  sold  any  electric 
ranges  for  that  identical  same  reason:  that  we  have 
not  sufficiently  publicised  and  advertised  it  nor  have 
we  sufficiently  enterprisingly  and  aggressively  mer¬ 
chandised  it. 

“The  only  household  appliances  a  smaller  percentage 
of  which  have  been  sold  than  electric  ranges  are  egg 
cookers,  floor  machines  and  dishwashers.  Every  single, 
solitary  other  household  appliance,  big  or  little,  has  got 
on  page  520) 
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TESTED  QUALITY  as  a  SELLING  appeal 
is  now  being  EMPHASIZED  by  MACY’S 


Quoting  from  on  advertisement  by  Mocy’s — "^We  don’t  adver¬ 
tise  any  merchandise  until  our  testing  laboratories  have  ex¬ 
amined  it  carefully  and  verified  the  statements  we  wish  to  make 
concerning  it  in  the  newspapers^' — is  a  statement  of  retail  policy 
that  is  worth  consideration  by  every  department,  store  organi¬ 
zation. 

Macy’s  know  retailing  and  merchandise.  When  they  find  it 
profitable  to  test  all  merchandise  promoted  through  newspaper 
advertising,  the  policy  is  worthy  of  adoption  by  all  large  stores. 
Macy’s  will  gain  for  themselves  by  protecting  their  customers. 

It  is  not  possible  at  this  time  for  every  store  to  establish  its  own 
testing  laboratory,  but  it  is  practical  for  the  large  stores  to  check 
their  merchandise  specifications  for  consumer  quality.  There  is 
a  lot  of  merchandise  sold  by  the  "best"  stores  that  is  unbal¬ 
anced  in  consumer  serviceability.  The  time  is  at  hand  when  re¬ 
tailers  must  devote  as  much  attention  to  the  consumer  quality 
of  textile  merchandise  as  to  inventory  stocks  and  sales. 

This  Bureau  was  established  by  the  N.  R.  D.  G.  A.  to  serve  its 
members  who  do  not  operate  their  own  laboratories.  We  are 
ready  to  do  your  testing  when  you  are  ready  to  buy  specifica¬ 
tion  merchandise  to  be  sold  as  "tested  quality." 


Ask  us  for  price  list  covering  the  tests  you  desire  on 
textile  merchandise. 


Better  Fabrics  Testing  Bureau 

225  West  34th  Street,  New  York  City 
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How  to  Raise  the  Average  Sale 

Through  An  Effective  Merchandising  Program 

By  WALTER  HOVING 

J'ice-President,  Montgomery  Ward  &  Co.,  Chicago,  III. 

Chairman,  Merchandise  Mamgers’  Division 

Address  delivered  before  the  Joint  Convention,  Sales  Promotion  Diznsion  and 
Merchandise  Managers’  Division,  June  21,  1932 

- ■ - 


THE  BUYER’S  JO 


IHA\'E  l)een  disturhecl  for  some  time  about  the 
volume  of  business  which  stores  of  the  type  that 
l)elong  to  the  N.  R.  D.  G.  A.  are  getting.  I  might 
say  that  I  am  not  alone  in  this  feeling.  But  my  clis- 
turl)ance  may  |X)ssibly  be  of  a  little  different  nature. 

I  am  not  only  disturljed  with  the  present  volume,  but 
also  with  the  amount  of  business  that  the  Department 
Stores  and  other  stores  merchandising  similar  lines  of 
merchandise  did  in  the  l)Oom  year  of  1929. 

Furthermore.  I  have  come  to  the  reluctant  conclusion 
that  this  1929  volume  was  prol)ably  too  small.  \'ery 
few  of  you  will  agree  with  this  off  hand,  because  as 
you  look  back  at  the  1929  volume  in  the  present  un¬ 
favorable  light,  it  looks  marvelous.  Many  people  made 
good  profits  with  that  volume  and  I  am  sure  we  would 
all  be  satisfied  if  we  could  contemplate  such  a  volume 
for  this  year. 

Total  Inadequate 

Still,  I  say  that  it  is  my  opinion  that  the  1929  vol¬ 
ume  of  the  dry  goods  retail  business  was  inadequate. 
Let  me  quote  you  some  figures:  The  United  States 
Dejjartment  of  Commerce  estimated  this  business  to  be 
7  billion  dollars.  The  estimated  automobile  accesso^ 
and  retail  gasoline  business  for  the  year  1929  was  in 
e.xcess  of  9  billion  dollars.  There  is  something  wrong 
with  a  picture  where  the  automobile  business  is  greater 
than  the  dry  goods  business. 

This  result  was  accomplished  by  great  intensive 
efforts  to  promote  the  idea  of  pleasantly  rolling  from 
place  to  place.  The  efforts  on  the  jmrt  of  the  automo¬ 
bile  people  for  better  roads,  the  great  advertising  and 
promotional  schemes,  all  of  which  have  sold  the  idea 
of  automotor  transportation,  have  all  contributed  to 
the  ])ast  era  of  prosperity  which  should  rightfully  be 
termed  the  automotive  age. 

Such  an  intensive  activity  produced  great  additional 
new  business,  which  very  largely  contributetl  to  what 
is  now  considered  the  good  old  days.  During  this 


time,  however,  we  had  an  actual  decrease  in  many 
dry  goods  lines.  Department  store  business  for  the 
country  as  a  whole  increased  very  little  from  the  year 
1920  to  1929.  While  this  great  automobile  activity 
was  going  on,  our  businesses  were  making  no  such 
progress.  Even  in  the  face  of  an  astonishing  building 
era,  we  still  didn’t  seem  to  get  the  full  benefit  that 
I  believe  should  have  been  ours. 

I  do  not  l)egrudge  the  automobile  and  gasoline 
l)eople  the  amount  of  volume  they  have.  As  a  matter 
of  fact,  I  rejoice  in  it — I  wish  it  were  more,  because 
I  think  it  is  just  that  much  more  business  for  the 
countrv'.  I  do  not  think  that  they  have  grabbed  a  very 
large  part  of  this  volume  away  from  the  dry  goods 
retailers.  They  of  course  have  taken  some,  but  by  far 
the  greatest  part  of  this  volume  is  new  and  additional 
business  for  the  country. 

Too  Small  Proportion  of  Total  Business 

There  can  be  no  (juestion  that  any  properous  indus¬ 
try  creates  a  great  deal  of  new  wealth  and  activity. 
My  query  is  merely  to  raise  the  question  of  whether 
the  dry  goods  retail  business  of  the  country  isn’t  too 
small  in  proportion  to  the  total  picture.  Here  we  have 
all  seen  a  brand  new  business  come  in  right  under  our 
noses  and  in  a  few  years  collect  more  dollar  volume 
per  year  than  we  have  ever  enjoyed. 

I  know  we  are  interested  in  average  saleschecks,  in 
delivery  expense  and  in  hundreds  of  necessary  internal 
problems.  But  let  us  forget  those  things  for  a  minute 
and  step  outside  of  our  industry  and  examine  our  jilace 
in  the  picture. 

Why  is  it  that  the  automotive  industry,  to  say  noth¬ 
ing  of  road  building  activities  and  other  things  con¬ 
nected  with  it,  can  in  a  few  short  years  outstrip  the 
age  old  dry  goods  business,  which  after  all  has  been 
established  for  hundreds  of  years?  This  question  is 
not  so  easily  answered,  if  indeed  it  can  lie  answered 
at  all. 
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Volume  Colors  for  Fall 


Black  is  exiiected  to  be  the  most  popular  color 
for  coats  and  suits  this  fall,  according  to  the 
Color  Coordination  Committee  of  the  National 
Retail  Dry  Goods  Association,  which  has  selected 
its  shades  for  the  Fall  Color  Card.  Black,  it  is 
anticipated  will  account  for  over  SO  per  cent  of 
the  business  in  the  coming  season,  since  it  will 
be  popular  both  as  high  style  and  for  popular 
priced  garments. 

Next  in  popularity,  the  Committee  predicts 
will  be  a  neutral  tone  of  Brown,  with  Red  Brown 
coming  next  in  importance  from  the  viewpoint 
of  volume  sales. 

Wine  Red  and  Port  Wine  will  lie  next  in  de¬ 
mand  among  the  shades  selected  for  the  Color 
Card,  the  Committee  believes,  with  deep  Wood¬ 


land  Green  and  a  Military  Blue  additional  colors 
which  will  be  iwpular. 

These  shades  are  also  shown  as  the  basic  wool 
dress  colors.  The  silk  shades  chosen  as  basic  for 
Fall  buying  also  are  similar  to  these  chosen  for 
coats  and  suits.  In  addition  to  these  harmonious 
shades  for  costume  ensembles,  the  Committee 
has  chosen  additional  brighter  s|X)rtswear  colors 
that  are  considered  of  volume  imixjrtance. 

They  include :  Rum  Brown,  Natural  Beige, 
Rust  Red,  Crimson  Red,  Irish  Green,  Pistache 
Green  and  Chinese  Blue. 

The  National  Retail  Dry  Goods  ,\ssociation 
Color  Card  will  be  ready  for  distribution  early 
in  July.  Information  may  now  l)e  obtained  at 
.Association  Headcpiarters  concerning  the  colors 
and  swatches  which  have  been  selected. 


Let  me  remind  you  of  a  fact  that  may  not  be  famil¬ 
iar  to  all  of  you  that  the  fair  cities  of  Venice  and  Flor¬ 
ence  lost  their  supremacy  largely  because  it  became 
the  fashion  for  men  to  wear  materials  with  small  pat¬ 
terns.  The  Spaniards  were  better  equipped  to  make 
these  and  therefore  the  beautiful  Renaissance  material 
makers  of  Italy  lost  the  business  and  the  era  of  world 
power  in  Spain  began.  Remember  that  the  exploring 
of  the  West  and  the  invasion  of  Canada  were  largely 
due  to  one  gentleman  in  England,  by  the  name  of  Beau 
Brummel,  who  made  a  bet  that  if  he  walked  down  the 
streets  of  London  with  a  stove  pipe  on  his  head  it 
would  become  the  fashion.  He  was  right  and  it  made 
thousands  of  trappers  chase  the  American  beaver  to 
satisfy  the  vogue  for  the  beaver  hat.  History  is  full 
of  instances  showing  the  strength  and  power  of  the 
desire  for  adornment. 

Why,  when  up  to  the  present  all  men  before  us  have 
been  vitally  interested  in  priding  themselves  on  their 
appearance,  must  I  stand  here  arrayed  in  this  horrible 
frightful  and  ugly  contraption  that  passes  under  the 
name  of  a  suit  of  clothes?  Why  does  the  average  man 
thrill  with  the  prospect  of  buying  a  new  car,  would 
rather  die  than  be  seen  in  an  obsolete  model,  but  is 
perfectly  satisfied  to  adorn  himself  in  something  that 
closely  resembles  a  sack  of  potatoes? 

Present  Clothing  Uncomfortable 

Now,  consider  this  for  one  moment.  Countless 
millions  have  been  spent  in  creating  and  promoting  the 
desire  for  speed.  Almost  nothing  has  been  done  to 
change  what  everyone  agrees  is  an  unspeakably  ugly 
and  impractical  garment.  It  is  only  during  the  last 
year  or  so  that  any  attempt  has  been  made  to  suit  the 
garment  to  our  climate.  For  years  and  years,  men  have 
been  allowed  to  sweat  through  our  hot  summer  clad 
in  a  suit  the  cloth  of  which  was  originally  designed 
to  withstand  the  rigors  of  Scotland’s  climate.  I  will 
lay  you  a  wager  that  there  is  not  one  man  in  every 
thousand  in  New  York  at  this  minute  who  owns  a  cool 
hot-weather  dinner  coat.  Why  haven’t  they  got  them? 

{Continued 


They  haven’t  got  them  because  of  our  stupidity  and  the 
stupidity  of  the  clothing  manufacturers.  We  have 
allowed  them  to  get  into  the  habit  of  wearing  un¬ 
comfortable  boiled  shirts  and  heavy  winter  weight 
evening  clothes,  instead  of  designing,  promoting  and 
creating  a  demand  for  a  ’practical  suitable  garment. 

Instead,  we  have  spent  our  millions  to  tell  the  pub¬ 
lic  that  our  competitors  are  boobs  and  that  everybody 
sells  cheaper  than  everylxjcly  else,  until  the  public 
scarcely  believe  anything  we  say.  The  largest  part  of 
our  advertising  is  spent  to  get  returns  on  the  ne.xt  day. 
And  now  that  we  don’t  even  get  that,  we  are  in  a 
panic.  The  retail  business  spends  more  money  in  ad¬ 
vertising  than  any  other  business  in  the  world,  but  the 
only  thing  we  leave  in  the  public’s  consciousness  is  that 
something  has  been  reduced. 

Let  us  examine  some  phases  of  it,  however,  and  see 
if  we  can  discover  anything  of  value. 

In  the  first  place,  of  course,  there  is  a  tremendous 
joy  in  sitting  behind  a  steering  wheel  and  rolling  along 
at  60  on  a  beautiful  straight  concrete  road.  No  com¬ 
parable  joy,  you  might  agree,  could  be  gotten  out  of  a 
suit  of  clothes,  let  us  say.  This,  it  could  be  argued, 
has  been  proven  by  the  sale  of  clothes  dropping  and 
the  sale  of  automobiles  increasing. 

After  all  you  can’t  put  a  steering  wheel  on  a  suit 
of  clothes  and  it  won’t  breeze  you  up  hills  and  down 
valleys  at  a  mile  a  minute,  so  what  good  is  it?  Of 
course  it  keeps  you  warm  in  winter  and  it  serves  to 
cover  your  body,  which  necessity  demands,  but  who 
ever  heard  of  a  crowd  standing  around  admiring  the 
latest  1932  model  streamline  suit  with  envy  in  their 
hearts  and  a  desire  to  beg,  borrow,  or  steal  money 
enough  to  buy  it? 

Desire  for  Adornment  Fundamental 

Now  gentlemen,  here  is  a  fundamental  fallacy. 
They  should  be  more  interested  in  this  suit  than  in 
the  automobile.  The  reason  they  are  not  Ts  our  fault. 

One  of  the  most  fundamental  of  all  human  instincts 
is  the  desire  for  adornment,  whereas  the  desire  for 
on  page  526) 
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THE  COHTROLLERS’  FORUM 


Controlling  Retail  Inventory 

By  V.  F.  LINDNER 

.•issistant  Controller,  Ed.  Schuster  Sr  Co.,  Inc.,  Milwaukee,  IVis. 

‘"In  the  mercantile  businesses  an  accurate  detennimtion  of  the  profit  earned  is 
dependent  on  a  proper  valuation  of  the  inventory  of  tnerchandise  on  hand  at  the 
end  of  the  period  in  order  to  determine  correctly  the  cost  of  merchandise  sold." 

McNair. 


Introduction 

IN  this  day  of  low  prices,  keen  competition  and  small 
profits,  it  is  quite  evident  that  the  controller  of 
every  retail  outlet  must  place  special  emphasis  on 
his  present  method  of  controls,  so  that  they  may  best 
be  able  to  serve  their  purpose.  Of  major  importance  are 
the  merchandising  controls  which  include  controls  over 
inventories,  slow-moving  merchandise,  unit  controls 
and  the  like.  This  paper  deals  with  one  phase  of  the 
Retail  Method  of  Inventory. 

The  fundamental  theory  of  retail  inventory  is  quite 
simple  and  the  operation  is  also  simple  when  used  in 
organizations  where  there  is  little  price  changing  taking 
place.  It  is  adaptable  to  all  retail  stores,  but  is  the  most 
successful  in  specialty  stores  and  such  other  organiza¬ 
tions  where  most  of  the  merchandise  is  finally  sold  in 
a  regular  manner  at  the  price  at  which  it  was  originally 
marked.  Many  department  stores  have  also  found  the 


Wins  Ernest 

I  Announcement  was  made  at  the  Wednesday 
afternoon  (June  15)  session  of  the  Controllers’ 

:  Congress,  during  the  Concurrent  Conventions  of 
!  five  groups  of  the  National  Retail  Dry  Goods 
I  .\ssociation  at  the  Hotel  William  Penn,  Pittsburgh,- 
I  Pa.,  that  V.  F.  Lindner,  Assistant  Controller  of 
I  Ed.  Schuster  &  Company,  Inc.,  Milwaukee,  Wis., 

[  has  won  the  Ernest  Katz  Award,  an  annual  prize 
j  of  one  hundred  dollars,  offered  by  Ernest  Katz, 

!  Executive  Vice-President  and  Controller  of  R.  H. 

Macy  &  Company,  Inc.,  New  York,  and  past 
I  Chairman  and  a  present  Director  of  the  Con¬ 
trollers’  Congress  of  the  National  Retail  Dry 
j  Goods  Association. 

;  This  award  was  made  for  the  best  essay  on  a 
control  problem,  submitted  by  any  Controller,  or 


retail  method  of  inventory  very  jiractical  for  the  pur- 
ix)se  of  determining  cost  inventories. 

Today,  however,  we  find  that  in  many  stores  this 
method  of  inventory  control  has  changed  from  a  simple 
system  to  one  which,  chiefly  due  to  constant  price  fluct¬ 
uations.  has  l)ecome  quite  intricate  and  at  times  even 
unwieldy.  This  paper  has  l)een  prepared  in  the  belief 
that  there  are  a  few  fundamental  weaknesses  in  the 
present  application  of  retail  inventory,  especially  in 
certain  stores  promoting  a  large  number  of  sales,  and 
that  these  weaknesses  are  of  material  interest  to  all  con¬ 
trollers,  since  the  result  of  oj)eration  of  the  retail  meth¬ 
od  of  inventory  directly  affects  all  financial  statements. 

One  of  the  major  retail  inventory  problems  at  the 
present  time  centers  around  the  accepted  procedure  and 
practice  of  marking  regular  merchandise  purchased  for 
special  sales  at  the  sales  price.  I  propose  to  discuss  the 
seriousness  or  weaknesses  of  this  jiractice  and  to  sug¬ 
gest  a  few  fundamental  rules  which,  if  applied  with  a 


Katz  Award 

employee  working  under  a  Controller,  who  is  a 
meml)er  of  the  Controllers’  Congress.  The  Award 
is  offered  to  encourage  individual  thought  and 
the  develoi>ment  of  new  ideas  and  their  application 
in  connection  with  the  function  of  control  and  to 
make  these  ideas  available  to  the  Craft  as  a  whole. 

The  prize  winning  essay,  reprcxluced  in  the  July 
and  August  issues  of  The  Bulletin,  was  chosen 
from  a  group  of  entries  coming  from  all  parts  of 
the  United  States,  by  a  Committee  composed  of 
K.  C.  Richmond,  Vice-President  and  Controller, 
Abraham  &  Straus,  Inc.,  Brooklyn,  N.  Y. ;  Hector 
Suyker,  Vice-President  and  Controller,  L.  Bam- 
l)erger  &  Company,  Newark.  N.  J.,  and  Dean 
Norris  A.  Brisco,  School  of  Retailing,  New  York 
University. 
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little  common  sense,  will  result  in  a  system  of  inventory 
control  which  satisfies  the  demand  of  the  accountant,  the 
merchandiser  and  the  store  operator. 

Recommended  Procedure 

Before  making  definite  recommendations,  let  us 
briefly  review  the  retail  inventory  formula,  as  this  is 
the  foundation  of  our  problem.  Retail  inventory  is  an 
averaging  method  by  which  the  cost  inventory  on  hand 
at  any  one  time  is  equal  to  the  retail  stock  reduced  to 
cost  by  a  cost  factor,  which  factor  is  equal  to  the  cost 
of  the  opening  inventory  plus  all  purchases  for  the  fiscal 
period,  divided  by  the  total  original  retail.  The  follow¬ 
ing  serves  as  an  illustration: 

Cost :  Inventory  at  beginning  of  the 

period  $3,000 

plus 

Purchases  at  cost  $55,000 

plus 

Transportation  $5,000 

divided  by 

Retail :  Inventory  at  sales  price  $50,000 

plus 

Purchases  at  sales  price  $100,000 

equals 

90,000 

- =  60%  =  Cost  Factor. 

150,000 

By  deducting  sales,  markdowns  and  allowances  for 

shrinkage — all  at  retail — from  total  retail  purchases,  a 
retail  inventory  may  be  determined  at  any  time  without 
making  a  physical  count  of  all  merchandise  on  hand. 
Cumulative  purchases  at  retail,  minus  sales,  mark- 


downs  and  reserves  for  shrinkage,  equal  l)Ook  inven¬ 
tory  at  retail.  In  thi*s.  manner,  it  is  possible  to  determine 
monthly  inventories  and  monthly  gross  profits  by  de¬ 
partments.  All  markdowns  or  losses  at  retail  are  re¬ 
flected  as  losses  for  the  current  period,  thus  keeping 
all  merchandise  on  hand  priced  at  a  cost  to  yield  a 
normal  gross  profit.  This  normal  rate,  known  as  the 
initial  markup,  is  equal  to  one  hundred  per  cent  ( 100% ) 
minus  the  factor  representing  the  cost  percentage.  The 
entire  theory  of  retail  inventory  is  based  on  the  assump¬ 
tion  that  the  high  cost  and  low  cost  merchandise  appear 
in  the  closing  inventor^'  in  the  same  proportion  that 
they  appear  in  the  total  purchases. 

Purpose  of  Retail  Inventory 

The  retail  inventory  method  was  designed  to  pro¬ 
duce  automatically  a  monthly  or  periodic  gross  profit 
and  to  simplify  the  taking  of  physical  inventories  in 
that  inventories  could  be  taken  at  retail  only,  eliminating 
all  cost  codes,  but  at  the  same  time  produce  an  inventory 
cost  which  was  equal  to  original  cost  or  market,  which¬ 
ever  is  the  lower.  Such  information  was  easily  and 
accurately  obtained  so  long  as  all  merchandise  pur¬ 
chased  for  any  one  dejiartment  was  marked  at  its  re¬ 
sale  price  and  carried  an  initial  markup  within  reason¬ 
able  limits  of  a  normal  markup  for  that  department, 
resulting  in  ideal  operation  in  such  stores  where  all 
merchandise  was  actually  marked,  where  special  pur¬ 
chases  were  few  in  number,  and  where  frequent 
“sales”  were  unknown. 

As  stated  in  the  introduction,  the  theory  of  retail 
inventor)'  is  not  complicated,  but  it  has  been  found  that 
the  actual  o})eration  of  the  system  is  not  as  simple  as 
{Continued  on  page  518) 


Proceedings  of  the  13th  Annual  Convention 
Controllers’  Congress 
READY  JULY  12th 

Containing  a  Wealth  of  Information  on  Important  Retail  Problems 

Read  the  many  suggestions  on  Expense  Reduction. 

Learn  what  stores  are  doing  to  increase  the  amount  of  the  average  sale. 

Follow  the  suggestions  for  reducing  customer  returns. 

Read  the  discussion  on  smaller  store  problems. 

Get  the  right  slant  on  Installment  Selling  losses,  and  the  valuable  guide  to 
Instalment  Credit  granting. 

Read  the  Expense  Distribution  Manual  as  officially  adopted. 

ONE  COPY  OF  THE  “PROCEEDINGS”  MAILED  FREE  TO  EACH  MEMBER  OF  THE 

CONTROLLERS’  CONGRESS 

TO  MEMBERS  OF  THE  N.  R.  D.  G.  A.  $2.50  {including  the  Expense  Distribution  Manual) 
PRICE  TO  NON-MEMBERS  OF  THE  N.  R.  D.  G.  A.  $5.00 

Send  Your  Order  in  Notv 

SEPARATE  COPIES  OF  THE  EXPENSE  DISTRIBUTION  xMANUAL 
To  Members  of  N.  R.  D.  G.  A.  and  Controllers’  Congress  75c  To  Non-Members  S2.00 
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STORE  MAMAGERS’  COUNCIL 


Expense  Reduction  Through 
Personnel  Budgeting 

By  ERNEST  B.  LAWTON 

Assistant  General  Manager  in  Charge  of  Personnel,  R.  H.  Macy  &  Co.,  Inc.,  Netv  York 
Addrejis  delivered  before  a  Joint  Session,  Concurrent  Conventions,  Pittsburgh,  Pa.,  June  14,  1932 


The  period  of  falling  average  salescheck,  of  increas¬ 
ing  transactions  and  decreasing  volume  has  fur¬ 
nished  an  excellent  test  of  the  extent  to  which 
retailers  had  organized  their  budget  operations  to  an¬ 
ticipate  and  meet  varying  conditions  of  business.  Too 
many  budget  ojierations,  so-called,  organized  l)efore 
1930  were  geared  solely  to  forward  speeds,  while  the 
present  budget  machinery  should  contain  at  least  two 
gears  in  reverse.  There  was  no  adequate  provision  for 
red  figures  and  no  real  provision  for  unfavorable 
factors  or  influences.  Real  budgeting  is,  today,  manage¬ 
ment’s  first  and  last  line  of  defense  against  rising  cost. 

A  Testing  Period 

In  the  past  few  months,  we  have  witnessed  in  this 
country  the  throwing  overboard  of  various  boom  time 
trimmings  such  as  efficiency  experts.  Research  Depart¬ 
ments,  Planning  Departments,  Personnel  Divisions,  etc. 
There  is  an  extremely  humorous  angle  to  such  man- 
oeuvers,  as  many  of  these  parts  of  the  organization 
were  ostensibly  designed  to  increase  the  steadiness  of 
the  business  ships  when  entering  troubled  waters.  At 
least  there  is  some  satisfaction  in  the  present  situation 
in  finding  out  the  true  value  of  such  activities.  If  we 
have  asked  such  a  question  as  “Just  what  does  our 
Training  Department  accomplish?’’,  we  are  surely  get¬ 
ting  the  answer  now.  If  our  Training  Department  has 
been  organizing  interesting  style  shows,  introducing 
society  to  the  other  side  of  the  counter,  and  writing 
interesting  but  harmless  collegiate  selling  manuals,  we 
are  giving  such  Training  Departments  extended  leaves 
of  absence.  If,  on  the  other  hand,  our  Training  Depart¬ 
ments  have  mainly  concerned  themselves  with  increas¬ 
ing  the  efficiency  of  the  salesclerk,  improving  customer 
contact,  and  have  measured  their  efficiency  in  these 
terms,  such  Training  Departments  are  now  rating 
higher  than  they  were  during  the  stylist  era  of  the 
past.  In  like  manner,  if  during  the  golden  haze  of 
’25  to  ’29,  our  budget  operations  were  prepared  to  meet 
changing  conditions,  their  real  possibilities  are  now 
Iteing  understood  and  appreciated. 

Store  owners  and  store  managers  generally  should 


not  congratulate  themselves  too  readily  that  they  are 
now  learning  the  true  values  of  many  personnel  opera¬ 
tions  such  as  training,  employment  and  expense  control, 
but  should  realize  that  these  personnel  operations  are 
valuable  in  the  direct  proportion  to  which  they  were 
made  a  vital  part  of  management  by  store  owners  and 
managers.  I  believe  that  the  real  value  of  our  own 
personnel  operations  lies  in  the  fact  that  they  have 
always  l)een  considered  an  integral  part  of  management, 
rather  than  in  the  light  of  a  rest-room  located  some¬ 
where  in  the  roof-garden. 

In  discussing  budgeting  operations,  there  is  one  point 
which  I  think  should  be  given  serious  consideration. 
That  is  the  question  of  whether  growth  and  expansion 
which  may  recently  have  taken  place,  and  the  burden  of 
carrying  the  cost  of  this,  tends  to  make  us  panicky  with 
respect  to  our  current  operations  and  policies.  If  we 
have  made  a  mistake  and  must  carry  this  mistake  on 
our  Ixicks  in  the  form  of  increased  rent,  depreciation, 
and  overhead,  we  may  be  doubling  this  mistake  if  we 
try  to  take  it  out  of  our  service  during  the  present  re¬ 
adjustment  period.  This  may  show  itself  in  the  direc¬ 
tion  of  throwing  overboard  policies  which  were  success¬ 
ful  in  leading  up  to  the  previous  expansion.  This  was 
referred  to  by  Professor  McNair  as  a  growing  problem 
if  deflation  continues. 

Danger  of  Over-Specialization 

Having  witnessed  cost  control  operations  in  both 
small  and  large  organizations,  I  believe  that  the  large 
organization  has  more  to  learn  from  the  small  organi¬ 
zation.  The  small  store  owner  has  always,  of  necessity, 
been  closer  to  the  details  of  operations  than  is  possible 
in  the  large  organization.  The  large  store  has  been 
pyramiding  its  organization  during  1922  to  1929  and 
has  been  developing  many  highly  specialized  divisions. 
The  danger  in  this  organization  development  lies  in  the 
limited  or  narrowed  viewpoint  held  in  each  specialized 
part.  The  big  store  owner  too  frequently  disregarded 
the  little  economies  which  the  small  store  continued  to 
practice,  trusting  to  his  specialists  to  a  dangerous  de¬ 
gree.  Large  organizations  have  had  to  rediscover  the 
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practising  of  these  small  economies  during  the  past 
two  years.  On  the  other  hand,  it  is  possible  for  the 
larger  organization  to  spend  money  on  scientific  obser¬ 
vations  and  analyses  to  a  profitable  extent,  provided 
these  studies  are  highly  objective  and  contribute  di¬ 
rectly  and  quickly  to  lowered  cost  and  more  efficient 
operation. 

Basic  Principles 

Our  present  personnel  budget  is  the  result  of  de¬ 
tailed  management  planning  with  certain  basic  princi¬ 
ples  in  mind.  As  in  most  stores,  our  first  budget  at¬ 
tempts  were  in  connection  with  salesforce  planning. 
After  approximately  three  years  experience  in  develop¬ 
ing  a  working  budget  for  selling  departments,  we  very 
deliberately  set  out  to  develop  a  uniform  personnel 
budget  plan  applicable  to  even*’  non-selling  department 
and  division  within  the  organization.  Before  describing 
the  details  of  our  present  plan,  I  would  like  to  list  the 
basic  principles  which  we  believed  should  be  incorpor¬ 
ated  in  any  budget  scheme.  They  are  as  follows : 

1.  The  use  of  a  common  denominator  with 
which  to  measure  each  divisional  or  de¬ 
partmental  pay-roll  cost. 

2.  The  use  of  a  departmental  unit  of  work 
which  truly  measures  the  production  of 
each  particular  division. 

3.  The  compilation  of  net  results  quickly 
enough  to  re-adjust  personnel  to  current 
conditions. 

4.  The  training  of  operating  Department 
Managers  to  actually  run  their  departments 
with  these  budgets. 

5.  A  sufficiently  close  coordination  between 
major  management  heads  to  insure  imme¬ 
diate  action  based  upon  conditions  indi¬ 
cated  in  the  budget  figures. 

6.  Complete  facilities  for  accurate  data  on  all 
flow  of  work  and  adjusting  or  even  con¬ 
trolling  the  flow  of  work  where  such  con¬ 
trol  does  not  interfere  with  customer 
service. 

7.  Scientific  adjustment  of  the  personnel  to 
the  flow  of  work  to  the  degree  allowed  by 
the  labor  market — and  consistent  with 
sound  personnel  policies. 

After  giving  you  a  somewhat  detailed  description  of 
our  budget  form,  I  will  present  a  few  examples  of  cur¬ 
rent  cost  control  problems  which  are  undoubtedly 
common  to  all  of  us,  which  our  budget  plan  has  ma¬ 
terially  aided  us  in  solving. 

In  describing  this  budget  form.  I  wish  particularly  to 
emphasize  that  this  single  form  is  used  throughout  the 
whole  budget  operation.  The  one  exception  to  this 
statement  is  in  the  case  of  the  sales-force  budget  which 
is  based  upon  a  selling  department  record  containing 
a  detailed  analysis  of  all  personnel  and  salaries  which 
are  direct  department  charges.  This  means  that  the 
total  store  figures  as  well  as  the  record  of  a  division 
of  only  five  or  ten  people  are  analyzed  in  the  uniform 
manner,  always  using  total  store  volume  and  the  store 
transaction  as  the  common  denominator. 

The  first  group  of  figures  indicates  the  departmental 
per  cent  of  cost  to  the  total  store  volume,  together  with 


the  per  cent  of  change  of  this  year’s  cost  compared  to 
last  year’s  for  the  same  week.  The  next  group  of  fig¬ 
ures  is  obtained  by  dividing  the  departmental  payroll 
by  the  total  store  transactions  for  the  w’eek,  thus  show¬ 
ing  the  contribution  of  each  department  to  the  total 
salary  transaction  cost. 

Cost  Per  Store  Transaction 

The  next  group  of  figures  consists  of  the  actual 
number  of  employees  in  the  department  for  the  week, 
together  with  the  budgeted  personnel.  The  relationship 
of  this  year’s  weekly  personnel  to  last  year  is  also  in¬ 
dicated  in  terms  of  per  cent  of  change.  This  personnel 
count  is  based  upon  the  total  of  unit  (lays  worked. 

The  next  set  of  figures  shows  the  total  weekly  pay¬ 
roll  this  year  and  last  year,  together  with  the  per  cent 
of  change.  Following  this  is  the  average  wage  jier  em¬ 
ployee  which  is  particularly  important  for  use  in  the 
Employment  Division,  reflecting  the  net  effect  of  cur¬ 
rent  labor  market  conditions  or  wage  adjustments. 

The  next  group  of  figures  contains  the  total  units  of 
production  of  the  department  this  year  and  last,  togeth¬ 
er  with  the  budgeted  or  anticipated  production.  We  also 
show  the  per  cent  of  change  in  total  production  be¬ 
tween  this  year  and  last  year.  The  heading  of  this 
last  group  of  figures  gives  a  complete  description  of 
the  unit  of  work  which  is  used  in  measuring  the  pro¬ 
duction  of  the  department  or  division  on  this  page. 
The  planned  units  of  work  are  based  upon  realistic  fore¬ 
casts — not  upon  the  planned  volume  that  the  merchan¬ 
dise  div'ision  still  play  with.  Following  this,  we  have 
the  average  producton  per  employee,  which  figure  is 
obtained  by  dividing  the  total  production  of  the  de¬ 
partment  by  the  number  of  employee  weeks  for  that 
week.  We  also  indicate  the  per  cent  of  change  in 
average  production  per  employee  l)etween  this  year  and 
last  year. 

The  last  group  of  figures  shows  the  unit  salary  cost  of 
each  unit  of  production  in  the  division.  This  figure,  of 
course,  is  obtained  by  dividing  tbe  total  weekly  pay¬ 
roll  of  the  department  by  the  total  units  of  production 
in  which  the  work  of  this  department  is  measured. 
The  last  column  indicates  the  per  cent  of  change  be¬ 
tween  the  unit  cost  this  year  and  last  year.  Lastly,  at 
the  right,  there  is  a  generous  column  for  remarks, 
greatly  used  for  conveying  messages,  inquiries  and 
instructions,  from  the  manager’s  office  to  the  operating 
budget  executives. 

All  of  the  figures  described  above  are  entered  weekly 
with  a  monthly  total  and  a  cumulative  total  at  the  close 
of  each  monthly  period. 

The  Master  Budget  Fook 

The  master  budget  control  book  is  kept  in  the  Gen¬ 
eral  Manager’s  office,  all  clerical  work  being  done  at 
night  for  the  purpose  of  both  speed  and  av’ailability. 
The  complete  net  figures  are  entered  by  Thursday 
afternoon  for  the  preceding  week.  At  the  end  of  each 
month,  the  monthly  totals  and  cumulative  season  figures 
are  available  for  complete  analysis  by  the  following 
Friday  morning.  This  master  budget  book  contains 
one  sheet  for  the  total  store  figures  and  one  sheet  for 
each  major  division  or  department.  In  addition  to  the 
master  book,  each  (.iperating  Manager  has  his  own 
operating  budget,  always  using  this  one  form. 

Reducing  our  budget  information  to  a  single  standard 


(Continued  on  page  512) 
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PROMOTIMG  THE  STORE 


How  to  Raise  the  Average  Sales  Check  Through 
Productive  Advertising  and  Display 


By  H.  F.  TWOMEY 

Sales  Manager,  Jordan  Marsh  Company,  Boston,  Mass. 
Chairman,  Sales  Promotion  Division 


Address  delivered  at  the  Joint  Convention,  Sales  Promotion  and 
Merchandise  Managers  Divisions,  June  21,  1932 


I  BELIEVE  that  the  title  of  this  talk  should  be 
changed,  in  the  sense  that  our  effort  should  he  to 
reduce  the  loss  of  the  average  sale.  I  don’t  know 
any  one  who  is  increasing  the  average  sale  anywhere  in 
retailing. 

I  also  believe  this :  that  this  talk  of  the  average  sale 
is  one  of  the  many  principles  of  retailing  which 
always  exists,  hut  about  which,  every  so  often,  we 
get  excited,  making  something  of  a  fetish  of  it.  I 
believe  that  it  was  just  as  important  ten  years  ago  or 
twenty  years  ago  to  raise  the  average  sale  as  it  is 
today.  I  believe  that  good  merchants  were  just  as 
miKh  concerned  with  those  problems  then  as  they  are 
today. 

It  has  been  the  drop  in  commodity  prices  and  the 
consequent  loss  in  total  volume  which  has  made  mer¬ 
chants  realize  suddenly,  as  if  it  were  a  brand  new 
topic,  that  the  only  way  out  is  to  increase  the  average 
sale.  At  the  last  convention,  Mr.  Dibrell  made  the 
point  that  over  a  long  course  of  years  transactions  do 
not  change  materially.  We  always  should  have  been 
concerned  with  this  (juestion,  no  matter  at  what  level 
commodity  prices  were.  Perhaps  some  of  us,  if  we  had 
been,  wouldn’t  l)e  so  much  concerned  with  it  today. 


how  to  make  a  profit  on  the  volume  you  do  today, 
if  you  want  to  stay  in  business. 

That  will  probably  continue  to  be  a  hard  and  fast 
rule.  A  lot  of  the  other  rules,  and  a  lot  of  the 
prophecies  that  retailers  and  merchants  have  made  in 
the  heyday  of  prosperity,  we  have  seen  go  by  the 
board.  A  great  many  others  will  lie  by  the  Ixiard 
before  we  get  out  of  this. 

I  would  say,  therefore,  that  one  possibility  of 
raising  the  average  sale  may  I)e  this:  We  have  heard 
for  a  long  time  there  should  be  only  one  price,  one 
idea  in  an  advertisement.  I  know  that  some  practical 
experiments  have  been  made  with  an  equal  amount  of 
importance  given  to  more  than  one  price  line,  and  in 
one  instance  the  higher  price  line  was  the  most  suc¬ 
cessful  of  three.  If  our  advertisements  always  reflect 
the  constantly  descending  price  lines  or  the  lowest 
price  lines,  in  an  attempt  to  get  business,  they  will  be 
constantly  decreasing  the  average  sale. 


Multiple  Pricing 


Depends  Most  on  Salespeople 

I  want  to  say  right  now  that  I  consider  that  the 
place  to  increase  the  average  sale  is  down  in  the  de¬ 
partment,  through  the  salespeople.  That  is  Number 
One,  without  any  question,  and  that  is  the  place  where 
concrete  results  may  be  obtained. 

But  the  topic  that  I  am  assigned  is  “What  Can  We 
Do  in  Advertising  and  Display  to  Increase  (or,  as  I 
said  before.  Amend  to  Lessen  the  Decline  in)  the 
Average  Sale?’’ 

We  will  probably  get  into  a  lot  of  questions,  that 
have  l)een  argued  back  and  forth  by  advertising  men 
for  a  good  many  years.  I  have  learned  this  in  the  last 
few  years  :  that  a  lot  of  the  things  that  we  think  are 
hard  and  fast  rules  are  so  no  longer;  that  there  only 
remains  one  hard  and  fast  rule,  and  that  is  to  learn 


But  if  we  are  going  to  increase  sales  in  this  way, 
the  pricing  has  got  to  f)e  done  correctly.  We  can’t 
go  back  to  the  days  when  we  simply  slipped  in  a  lot 
of  prices  as  such.  However,  it  can  be  done  intelli¬ 
gently,  and  I  submit  for  consideration  the  possibility 
of  multiple  price. 

A  second  possibility  is  that  of  subbing,  not  giving 
equal  prominence  to  an  article  of  higher  price  where 
we  must  promote  a  lower  or  Ijetter  selling  price  line. 
I  think  we  should  sub  it  in.  That  has  been  done  suc¬ 
cessfully,  but  again  it  depends  on  the  way  it  is  done. 

I  refuse  to  believe  that  there  are  any  rules  of  what 
can’t  be  done.  I  have  learned  that  usually  means  “I 
can’t  do  it.”  Somebody  else  will  come  along  the  street 
the  next  day  and  show  us  how  to  do  it. 

The  third  way  of  increasing  the  average  sale,  in 
my  estimation,  is  sticking  to  popular  price  lines.  When 
we  are  considering  a  promotion  plan — (say  a  $2  slip 
is  the  l)est  selling  price  line  in  a  given  store,  and  we 
want  to  put  on  a  promotion,  an  off-price  promotion). 
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the  natural  thing  for  us  to  do  is  to  take  the  $2  best 
selling  slip,  which  is  in  the  best  selling  line,  and  put 
it  on  at  $1.49  or  $1.59  or  $1.79.  I  submit  for  your 
consideration  the  possibility  of  deciding  (not  as  a  rule, 
but  as  an  exp)eriment  and  one  that  is  being  constantly 
done) — that  if  the  $2  price  line  has  been  grooved  into 
the  public  consciousness  as  the  price  at  which  most 
people  want  to  buy,  we  should  get  a  $3  slip  that  will 
sell  for  $2.  We  must  have  exceptional  value,  if  we 
must  prepare  our  promotion  on  that  basis.  Certainly, 
by  the  first  method,  we  will  be  reducing  the  average 
sale  and,  certainly,  by  the  second  method  of  maintain¬ 
ing  the  grooved  price  level  of  the  public  consciousness, 
we  will  be  at  least  staying  the  downward  progress  of 
the  average  sale. 

New  Ideas  Essential 

New  merchandise,  new  ideas,  can  increase  the  aver¬ 
age  sale.  We  all  know  that  human  lieings  (and  it  is 
one  of  the  hopes  of  the  future,  one  of  the  few  hopes 
that  we  have)  are  desirous  of  the  new.  We  know  that 
you  can,  usually,  when  an  item  first  comes  out,  get  a 
greater  price  for  it,  deservedly.  To  a  large  extent, 
in  our  advertising,  we  have  neglected  the  possibilities 
of  increased  sales  through  the  introduction  of  new 
ideas. 

Within  the  last  thirty  days  I  have  had  called  to  my 
attention,  one  or  two  examples  which  make  me  feel 
that  we  have  decidedly  neglected  some  possibilities  of 
increasing  the  average  sale.  Advertising,  as  a  sixth 
step,  can  increase  the  average  sale  in  this  day  of  de¬ 
clining  price  lines  by  the  multiple  unit  idea  of  selling 
two  for  one  or  three  for  one  price.  I  believe  that  is 
a  good  practice,  but  it  also  has  its  dangers.  Certainly, 
in  certain  specific  lines  of  merchandise  where  the  pub¬ 
lic  is  not  used  to  buying  one  at  a  time,  we  can  defin¬ 
itely  increase  the  average  sale  by  price  concession  for 
a  multi])le  quantity  purchase. 

Tile  one  other  way  that  I  can  think  of  that  adver¬ 
tising  ^technically  now)  can  increase  the  average  sale 
is  through  the  sul)bing  of  allied  or  related  merchandise, 
the  bread  and  butter  tyj)e  of  things,  where  the  cus¬ 
tomer  in  buying  the  one  article  and  seeing  it  adver¬ 
tised  may  lie  stimulated  at  the  same  time  to  buy  some¬ 
thing  which  goes  with  it. 

Display 

Going  to  the  second  part — display,  I  will  say  that 
display  practically  includes  every  one  of  the  phases 
that  we  have  mentitined  in  connection  with  advertising. 
I  lielieve  that  display  ranks  ahead  of  advertising  in  its 
possibilities  of  increasing  the  average  sale,  liecause  it 
is  on  the  job,  on  the  ground  where  the  physical  contact 
of  the  customer  takes  place. 

When,  of  necessity,  we  must  display  lower  priced 
merchandise,  best  selling  merchandise,  we  are  missing 
a  tremendous  opportunity  if  we  do  not  intelligently  and 
completely  display  higher  selling  merchandise  at  the 
same  time. 

I  know  that  human  beings  have  very  curious  traits 
and  if  all  we  have  available  for  salespeople  to  show  is 
the  lower  price  unit,  and  customers  are  waiting,  then 
the  thing  that  is  nearest  at  hand  will  be  the  thing  that 
is  shown. 

I  know  also  that  certain  customers,  regardless  of 
what  they  think  of  the  store  or  the  quality  that  they 
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l)elieve  inherent  in  that  store,  always  want  somethii^ 
a  little  bit  better.  I 'Ijelieve  we  make  a  great  mistake 
when  we  don’t  take  advantage  of  the  great  exjH^nse 
and  effort  we  have  gone  to  to  get  people  into  our  store 
by  exposing  them  to  l)etter  merchandise  along  with 
the  necessary  exposing  to  the  lower  price  units. 

I  l)elieve  that  price  lines  bearing  the  two  for,  and 
the  three  for,  and  the  entire  idea  of  allied  merchandise 
are  tremendously  important.  I  ask  you  to  shop  any 
one  of  our  own  stores  and  find  out  if,  when  stationery 
is  sold,  ink  is  available  immediately,  I  won’t  give  any 
advertising  to  the  particular  company,  but  a  certain 
ink  manufacturer  brought  out  colored  inks.  I  supixtse 
you  could  take  the  amount  of  ink  that  the  average 
store  sells  in  the  course  of  a  month  or  a  season  and 
it  wouldn’t  cover  the  blotter  here  or  stain  it  up  if  it 
were  poured  onto  it. 

But  in  this  particular  case,  someone  was  smart 
enough  to  bring  out  this  unit  to  sell  for  $1,  and 
we  have  all  Ijeen  enjoying  a  vogue  of  tinted  stationery. 
In  one  particular  store  over  600  of  those  were  sold  in 
one  month,  which  is  600  more  than  was  sold  in  the 
whole  year  ])efore.  There  are  many  things  that  are  as 
closely  related  as  l)read  and  butter  and  ink  and  ])aper. 

Suggestive  Selling 

By  getting  the  salespeople  of  a  certain  store  that  I 
know  well  to  get  four  simple  ideas  of  suggestive  selling 
before  them,  the  average  sale  decline  was  stopjwd,  and 
the  trend  reversed.  You  can  refine  these  into  four 
hundred,  but  when  you  get  all  through  you  will  find 
that  if  we  can  get  four  simple  ideas  home  to  human 
Ixings,  that  in  a  practical  sense  the  results  will  be 
accomplished — which  is  a  lot  more  productive  than 
any  talk  about  it. 

This  has  been  done  and  the  four  ideas  are  so  simple 
that  everyone  of  you  will  know  them.  First,  if  a  cus¬ 
tomer  comes  into  your  store  and  does  not  mention  a 
jirice  line,  show  her  the  liest,  the  highest  price,  and 
the  medium  better  merchandise.  If  you  don’t  think  it 
is  necessary  to  put  that  rule  forward,  go  into  the  aver¬ 
age  store  and  find  that  the  first  thing  at  hand  will  be 
sold,  even  where  a  customer  has  made  no  price  limi¬ 
tation.  Number  2  is  that  where  a  customer  asks  for 
a  specific  price  line  and  designates  herself  in  that  price 
category,  show  her  that  by  all  means,  because  this  is 
simply  smart  salesmanship.  But  always,  simultaneous¬ 
ly,  show  her,  not  necessarily  the  highest,  but  the  next 
best  price  line,  for  instance  (and  get  this  point  over) 
if  you  have  an  article  selling  in  your  store  for  50  cents 
and  your  next  best  price  is  69  cents,  show  the  50  cent 
article  and  almost  simultaneously  show  the  next  price 
line  of  69  cents.  The  average  person  says,  “Nineteen 
cents.  What  does  it  amount  to?’’ 

But  that  19  cents  is  the  difference  between  success 
and  failure.  It  is  the  difference  between  prosperity  and 
depression,  because  it  is  not  19  cents ;  it  is  40  per  cent 
increase  in  that  individual  transaction.  If  you  break 
it  down  to  the  percentages  of  increase  of  each  transac¬ 
tion,  to  demonstrate  exactly  what  it  will  mean,  you 
will  make  progress. 

The  third  item  is  to  sell  more  than  one  unit.  The 
fourth  item  is  to  sell  allied  or  related  merchandise.  I 
make  no  brief  for  those  four  p)oints,  except  that  they 
'  have  been  successful  under  practical  operation, 
on  page  526) 
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TRAFFIC  TOPICS 


Transportation  Trends 

Their  Signifieance  to  the  Retailer 

By  DONALD  O.  MOORE 

Manager,  Traffic  Dwision,  Pittsburgh  Chamber  of  Commerce 
Address  delivered  before  the  Traffic  Group,  Concurrent  Conz'ent-ons,  Pittsburgh,  Pa.,  June  14,  1932 


- ■- 

WITH  the  great  variety  of  items  handled  by  the 
modern  department  store  it  is  necessary  to  make 
use  of  different  forms  of  transportation,  in  some 
instances  those  providing  fast  service  at  high  rates  and 
in  others  where  time  is  not  the  controlling  factor  the 
lower  cost  agency  is  used. 

Merchandising  methods  are  subject  to  change  to  meet 
new  conditions  in  the  buying  habits  of  the  public,  and 
as  I  interpret  the  subject  assigned  to  me  it  is  a  question 
whether  the  several  transportation  agencies  are  going 
to  keep  pace  with  their  patrons  in  meeting  them. 

The  trend  in  the  past  has  been  to  develop  larger  and 
still  larger  units  for  the  movement  of  the  heavy  bulk 
traffic  to  reduce  the  unit  cost,  with  consequent  neglect 
of  the  higher  classes  of  merchandise  which  required 
different  treatment. 

Experiments  Being  Tried  Out 

With  the  development  of  highway  transportation 
which  has  steadily  increased  its  share  of  this  desirable 
traffic,  the  rail  lines  have  been  devising  ways  and  means 
to  recover  such  traffic,  a  number  of  experiments  having 
been  tried  and  others  being  given  consideration. 

Various  types  of  containers  and  container  cars  have 
been  built  and  are  in  successful  operation,  one  line  hav¬ 
ing  built  nearly  4000  of  them  with  675  new  flat  cars  to 
handle  them,  within  the  past  year.  Detachable  truck 
bodies  which  can  be  transferred  from  trucks  to  cars 
and  back  to  trucks  at  destination  points  are  also  l)eing 
tried  .  In  the  case  of  an  electric  line  l)etween  Chicago 
and  Milwaukee  the  entire  truck  is  run  onto  a  flat  car, 
moved  to  destination  and  there  unloaded. 

The  Pennsylvania  Railroad  has  applied  to  the  Inter¬ 
state  Commerce  Commission  for  permission  to  extend 
its  demountable  truck  body  freight  service,  now  in 
effect  between  Jersey  City,  Philadelphia  and  Baltimore, 
to  include  Washington,  D.  C.  in  order  to  recapture  some 
of  the  short  haul  traffic  lost  from  the  rails  because  of 
motor  truck  competition. 


The  rate  for  transportation  of  the  standard  15  to  20 
foot  truck  body  is  15  cents  a  mile  for  the  first  100  miles, 
20  cents  for  the  next  50  miles,  and  so  on,  increasing  5 
cents  a  mile  for  each  additional  50  miles. 

A  new  theory  of  rate  making  is  presented  in  con¬ 
nection  with  this  type  of  service,  directly  the  opposite 
of  that  obtaining  for  many  years,  under  which  the  ton 
mile  unit  decreases  as  the  distance  increases.  The  rail¬ 
road  in  its  application  states  “a  new  idea  in  railroad 
transportation  is  here  before  the  Commission  with  rates 
for  short  hauls  depressed  to  a  low  level  in  order  to 
attract  traffic,  and  with  rates  for  longer  hauls  some¬ 
what  higher,  designed  to  meet  the  competitive  situation 
as  it  exists.”  It  is  realized  that  the  proposed  rate  basis 
is  contrary  to  the  method  of  rate  making  in  the  past. 
What  the  applicant  seeks  in  this  proceeding  is  the  oppor¬ 
tunity,  during  the  experimental  stage,  to  test  a  new 
theory  of  rate  making.  For  years  the  loss  of  traffic  to 
the  trucks  has  been  growing  more  and  more  serious, 
and  this  test  is  proposed  in  the  territory  where  truck 
competition  is  the  most  intense. 

The  Chicago  &  Northwestern  Railway  has  introduced 
an  innovation  known  as  compartment  cars,  regular  box 
cars  divided  into  four  compartments,  service  between 
Chicago  and  Milwaukee  to  be  offered  at  $15.00  per 
compartment. 

Store-Door  Delivery 

Store-door  pick-up  and  delivery  is  being  tried  out  by 
some  roads  in  New  England,  using  the  Railway  Ex¬ 
press  Agency,  and  the  railroads  in  Astern  Trunk  Line 
Territory  are  actively  considering  its  adoption.  Mr. 
M.  W.  Clement,  Vice-President  in  Charge  of  Operation 
of  the  Pennsylvania  Railroad  about  a  year  ago  stated ; 

“In  the  next  few  years,  merchandise  freight, 
less  carload  freight  and,  to  some  extent,  a  con¬ 
siderable  portion  of  carload  freight,  will  move 
direct  from  consignor  to  consignee  practically 
without  rehandling.” 
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Another  exi)eriment  is  l)eing  made  on  less  carload 
freight  moved  in  baggage  cars  in  passenger  train  ser¬ 
vice,  but  as  this  encroaches  on  the  railway  express 
field  it  is  doubtful  if  such  service  will  be  adopted  as  a 
permanent  policy. 

thus  reducing  the  time  in  transit  between  the  larger 
cities  in  eastern  territory  particularly.  For  example,  the 

Within  the  past  few  years,  the  railroads  have  speeded 
up  their  less  carload  or  merchandise  freight  service, 
time  between  New  York  and  Pittsburgh  has  l)een  re¬ 
duced  from  3  days  to  2,  and  from  New  York  to 
Chicago  from  4  days  to  3. 

Railroads  in  the  Pittsburgh  District,  during  the  past 
five  years,  have  substituted  motor  service  from  station 
to  station  to  many  points  within  a  radius  of  100  miles, 
in  lieu  of  way  freight  trains,  cutting  down  time  in 
transit  from  two  days  to  one  day  in  many  instances. 
No  doubt  railroads  in  other  sections  of  the  country 
have  also  established  such  service. 

.  Parcel  Post  Changes  in  Rates 

The  revision  in  parcel  post  rates,  approved  by  the 
Interstate  Commerce  Commission  in  Docket  No.  24092, 
to  take  effect  Octol)er  1,  1932,  in  which  proceeding 
your  Association  participated  in  opjxjsition  to  the  pro¬ 
posed  rates,  makes  no  change  in  local  delivery  rates. 

Increases  are  made  in  40  per  cent  of  the  560  rates  to 
the  8  zones,  and  reductions  in  58.8  |)er  cent.  The  in¬ 
creases  will  apply  to  the  rates  on  which  the  greater 
portion  of  the  traffic  will  move.  The  reason  for  this  is 
apparently  to  equalize  the  burden  of  cost.  A  test  made 
for  the  fiscal  year  1928  showed  that,  to  the  first  and 
second  zones,  48.3  per  cent  of  the  jarcels  brought  only 
33.8  per  cent  of  the  revenue,  almost  15  per  cent  short, 
while  to  the  4th  to  8th  zones  inclusive  the  percentage 
of  parcels  handled  was  considerably  less  than  the  per¬ 
centage  of  revenue  obtained.  To  the  4th  zone,  the  fig¬ 
ures  are  14.4  and  19.4  per  cent  respectively,  and  to  the 
5th  zone  8.5  and  13.5  respectively. 

The  increases  in  charges  per  ])arcel  on  parcel-  weigh¬ 
ing  from  1  to  10  }X)unds  to  points  in  the  first  two  zone's 
would  not  exceed  2  cents,  and  to  the  third  zone  1  cent, 
and  parcels  weighing  1 1  to  20  pounds  would  not  ex¬ 
ceed  3  cents  and  1  cent  res])ectively.  Cbi  jiarcels  to 
ixjints  in  the  4th  to  8th  zones,  the  increase  would  not 
exceed  2  cents  on  any  parcel,  and  would  only  apply 
on  jmrcels  weighing  less  than  5  pounds  in  zone  4,  4 
pounds  in  zone  5.  and  3  pounds  in  zones  6.  7  and  8. 
On  heavier  parcels  the  rates  in  most  instances  will  l)e 
reduced. 


Use  of  Trucks 

There  has  been  a  growing  trend  towards  the  use  of 
truck  transportation  for  less  carload  freight  and  also 
in  carload  quantities  on  certain  articles  where  railroad 
rates  are  sufficiently  high  to  enable  the  truck  compan¬ 
ies  to  compete.  The  fact  that  there  have  been  many  idle 
truck  owners  and  operators  in  their  local  or  other 
regular  fields,  looking  for  opportunities  to  make  a 
living,  even  though  it  be  meager,  together  with  the  low 
cost  of  gas  and  oil,  has  led  many  of  them  into  the  long 
distance  field. 

There  is  one  class  of  trucks  that  might  l)e  termed 
tramp  trucks,  accepting  loads  for  any  |Kjint  or  points, 
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picking  up  other  loads  for  any  other  points,  and  so  on,  ■ 
making  many  moves  before  they  get  back  to  their  origi- 
nal  starting  points.  Some  individual  truck  owners  go 
into  agricultural  districts  and  buy  a  load  of  fruit,  nuts  I 
or  other  produce,  not  always  of  first  grade,  and  haul  the  r 
same  to  cities  and  towns  and  sell  at  cut  prices  direct 
to  retail  grocers,  interfering  with  the  marketing  of 
products  through  regular  channels. 

Exact  information  as  to  total  tonnage  moved  by  i 

trucks  is  not  obtainable,  but  statistics  of  the  railroads  j 

show  a  drop  of  43  per  cent  in  their  less  carload  traffic  ■  I 

in  1931  compared  with  1920,  a  portion  of  which  no  fi 

doubt  was  moved  in  consolidated  cars  of  the  freight  ] 

forwarding  companies.  ! 

I 

Loss  of  Short  Haul  Business  ^ 

An  impressive  presentation  of  the  degree  to  which  j 
the  L.  C.  L.  business  has  left  the  rails  was  given  in  the  j  | 
reopened  hearing  at  Chicago  in  the  Commission’s  gen-  M 
eral  investigation  of  western  grain  rates  by  J.  A.  il 
Brown,  Assistant  \’ice- President,  Traffic,  of  the  Miss-  j ! 
ouri  Pacific,  in  which  he  stated  that  the  average  haul  I  I 
on  L.  C.  L.  on  that  line  had  increased  from  195.2  miles  I 
in  1920  to  316.1  miles  in  1931,  while  in  the  same  jieriod  i  | 
the  average  haul  on  carload  traffic  has  increased  only  j  ; 
4.4  miles.  The  short  haul  L.  C.  L.  traffic  was  almost  | 
entirely  gone,  he  said.  j  { 

By  way  of  contrast,  it  may  l)e  well  to  jxjint  out  that  [  j 
the  total  freight  tonnage  of  the  railroads  (originating)  j 
increased  approximately  7  i)er  cent  l)etween  1920  and  i 
1929.  The  entire  freight  transportation  job  i)erformed 
by  the  railroads  in  1931  as  represented  by  revenue  ton  |  j 
miles  was  only  24.6  jier  cent  less  than  in  1920,  as  j 
against  the  decrease  of  57  i)er  cent  in  L.  C.  L.  tonnage.  1 
The  use  of  truck  transportation  has  presented  many 
problems  to  shippers,  the  most  important  lx;ing  that  of 
protection  against  loss  through  liability  for  jjersonal 
injury,  property  damage  or  damage  to  freight  or  pil-  j 
ferage.  Although  the  truck  owner  may  show  insurance  \  | 

policies  covering,  there  are  so  many  forms  that  it  is  a  [  j 

difficult  matter  for  a  shipjier  to  determine  whether  or  [ 
not  he  is  fully  protected.  The  leading  insurance  com-  j  j 

juinies  are  now  working  towards  uniformity  in  their  i,  | 

inland  marine  insurance  contract  provisions  to  correct 
this  condition,  as  was  done  by  the  Interstate  Commerce  \ 
Commission  in  adopting  a  uniform  bill  of  lading  for  j 
rail  shipments.  j  j 

Inasmuch  as  you  are  concerned  with  the  question  j  i 
of  insurance  coverage  on  truck  shipments,  you  will  no  h 
doubt  l)e  interested  in  a  talk  on  this  subject  delivered  j 
before  the  Shippers  Council  of  the  Pittsburgh  Cham- 
her  of  Commerce  a  few  months  ago  by  Mr.  V.  E.  ^ 

.Schott  of  the  Aetna  Casualty  Co.,  portions  of  which  (ij 

I  will  quote : 

“The  question  of  the  liability  of  a  shipper  for  per-  -  j 

sonal  injuries  or  damages  to  the  property  of  others  by  |  j 

reason  of  hiring  trucks  for  the  transportation  or 
delivery  of  their  merchandise  must  rest  upon  the  rela-  \-a 

tion  existing  between  the  shipper  and  the  party  doing  ’  1 

the  hauling.  i  ^ 

“If  the  facts  in  connection  with  this  relationship 
disclose,  without  dispute,  that  the  party  doing  the  i 

hauling  is  an  independent  contractor,  then  there  can  j  j 

be  no  liability  upon  or  judgment  against  the  shipper.  | 

If,  however,  it  can  be  established  that  there  exists  the 
relation  of  master  and  servant  between  the  shipper  and 
the  party  doing  the  hauling,  then  the  shipper  is  re-  ' 

on  page  522)  j| 
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THE  WAY  WITH  PEOPLE 


The  Customer  Clinic  for  Teaching  Salesmanship 

By  AGNES  C.  CRONIN 

Director  of  Training,  Gimbel  Brothers.  Nczv  York  City 
Address  before  the  Personnel  Group,  Concurrent  Conventiotts,  Pittsburgh,  Pa.,  June  15,  1932 


CUXSCTENTIOUS  training  directors  are  always 
weighing  themselves  and  finding  themselves  want¬ 
ing.  They  are  forever  meekly  assenting  when  some 
one  of  the  deities  of  retailing  thunders:  “You  aren’t 
making  progress !  You  haven’t  shown  us  any  new  tricks 
in  a  blue  moon !’’ 

The  aims  of  training  and  the  subject  matter  have  not 
altered  materially  in  the  last  ten  years.  Why  should 
they?  Is  there  anything  wrong  with  aiming  to  sell  more 
merchandise  and  giving  job  training  to  our  employees  to 
that  end?  As  far  as  training  methods  are  concerned,  I 
l)elieve  there  has  been  continual  change  and  slow  sure 
progress.  We  are  tending  to  develop  much  more 
specific  tyi>es  of  training.  At  the  February  convention 
three  years  ago.  Miss  Adams  of  the  Prince  School  gave 
direction  and  force  to  this  movement  by  emjjhasizing, 
in  an  excellent  talk,  the  need  of  teaching  our  salespeople 
the  technique  of  selling  some  particular  kind  of  mer¬ 
chandise.  She  deplored  the  omnibus  salesmanship  class 
which  tried  to  teach  the  j)rinciples  of  retail  selling  at  the 
same  time  to  the  girl  that  sells  pins  and  the  man  who 
sells  pianos,  in  the  faith  that  each  one  can  and  will 
adapt  those  principles  to  the  situation  in  his  own 
department. 

Specific  Instruction  Now  Given 

On  occasion,  we  all  compromise  with  our  ideals  and 
do  give  that  type  of  course  at  the  present  time,  hoping 
to  find  opportunity  later  to  follow  up  each  individual  in 
the  class  and  help  him  to  apply  the  instruction  to  the 
specific  merchandise  he  happens  to  be  selling.  But  the 
more  usual  procedure,  nowadays,  is  to  offer  definite 
courses  in  how  to  sell  upholstery,  how  to  sell  furniture, 
shoes,  cosmetics,  yard  goods,  or  what  have  you.  This 
practice  recognizes  the  futility  of  teaching  salesmanship 
and  merchandise  sejiarately.  It  recognizes,  as  well,  the 
mental  limitations  of  our  salesclerks,  very  few  of  whom 
are  highly  endowed  with  imagination,  judgment,  and 
adaptability.  For  that  matter,  which  one  of  us,  with  all 
our  comprehensive  grasp  of  the  principles  of  retail  sell¬ 
ing,  can  walk  into  an  unfamiliar  department  and  put  on 
an  A1  demonstration  sale  at  a  moment’s  notice?  Prob¬ 
ably  not  one.  We  just  can’t  conjure  up,  off  hand,  the 
suitable  answers  to  a  hundred  perfectly  legitimate 
questions  and  objections  a  customer  may  make,  unless 
we’re  very  definitely  prepared  for  them. 


In  our  store,  we’ve  been  striving  for  the  past  two 
years  to  train  our  salespeople  as  specifically  as  possible 
in  selling  their  special  types  of  merchandise.  One  of 
our  major  executives  who  is  particularly  insistent  about 
exact  and  correct  performance,  called  our  attention  to 
the  precision  with  which  the  salesmen  of  vacuum  sweep¬ 
ers  are  trained.  So  a  member  of  our  training  staff  in¬ 
vestigated  the  training  program  of  the  company — and 
came  away  with  great  respect  for  the  thoroughness  of 
their  methods.  The  prosjxxrtive  salesmen  are  put 
through  an  intensive  three  8-hour-days’  course  before 
they  are  permited  to  sell.  They  are  urged  to  memorize 
ten  selling  points  of  their  machine  so  firmly  that,  when 
a  key  word  is  sjxDken  or  when  just  the  number  of  the 
selling  point  is  mentioned,  they  can  at  once  begin  the 
demonstration  in  connection  with  that  particular  point. 
In  other  words,  an  attempt  is  made  to  provide  them  with 
an  automatic  response  for  any  inquiry  or  objection 
made  by  a  customer. 

Of  course,  when  a  salesman  has  but  one  product  to 
sell,  like  a  vacuum  sweeper,  it  is  relatively  easy  to  drill 
him  on  all  possible  angles  of  the  sale  of  that  jiarticular 
article.  Retail  salespeople  may  have  from  5  to  50  items 
on  which  they  should  be  expert.  (In  their  leisure  mo¬ 
ments  they  may  have  to  serve  as  seamstresses,  stock 
help,  clerical  workers,  display  artists,  and  diplomats 
extraordinary.  Only  memliers  of  the  training  depart¬ 
ment  are  required  to  be  more  versatile  than  salesclerks.) 
Certainly  it  is  not  easy  to  provide  our  salespeople  with 
a  definite  procedure  for  every  jwssible  selling  situation. 
It  is  equally  certain,  however,  that  it’s  our  job  to  fur¬ 
nish  them  with  a  large  numl)er  of  standardized  re¬ 
sponses,  if  we  are  ever  to  achieve  smooth  selling  per¬ 
formance. 

The  “Dress  Clinic” 

Dresses  lend  themselves  to  standardized  selling  meth¬ 
ods  less  than  almost  any  other  kind  of  merchandise  so 
we  felt  rash  and  adventurous  when  we  determined  this 
spring  to  give  a  specific  course  in  selling  dresses  to  five 
new  salesgirls.  They  were  all  exceptionally  attractive  in 
appearance,  background,  and  personality,  but  they  were 
all  inexperienced — ^and  the  buyer  was  very  much  ag¬ 
grieved  at  having  five  “green’’  girls  in  a  dejiartment  of 
twelve  i)eople.  She  turned,  with  flattering  (  ?)  alacrity, 
to  the  training  department  for  relief.  There  was  no 
time  to  give  them  a  regulation  course  in  salesmanship 
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to  be  followed,  as  occasion  offered,  by  instruction  in 
color  and  line,  textiles,  fashion,  and  all  the  rest  of  it. 

Therefore,  we  presented  the  idea  of  the  “dress 
clinic.”  The  prime  purix)se  of  this  clinic,  or  course,  was 
to  shorten  the  learning  time  for  these  girls,  so  that 
they  could  show  a  satisfactory  selling  cost  soon  enough 
to  keep  the  buyer  from  demanding  their  replacement 
by  exj)erienced  salespeople. 

We  planned  eight  meetings  to  be  held  consecutive 
mornings,  from  9:15  to  10  o’clock.  We  use  the  case 
method  exclusively ;  that  is,  we  presented  at  every 
meeting  a  customer  who  typified  one  definite  problem. 
One  of  the  salesgirls  attempted  to  solve  that  problem, 
proceeding  exactly  as  if  she  were  alone  in  a  fitting  room 
with  her  customer.  The  procedure  differed  from  that  of 
the  ordinary  demonstration  sale  in  that  it  could  Ije 
halted  at  any  moment  by  any  memlier  of  the  group  who 
might  wish  to  ask  a  question  or  make  a  suggestion. 
The  instructor’s  jxiramouut  desire  was  to  instill  in  these 
five  salesgirls  ease,  poise,  and  assurance,  and  so  she 
encouraged  an  atmosphere  of  utmost  informality,  and 
encouraged  the  group,  hy  precept  and  example,  to  l)e 
as  natural  and  individual  as  possible  in  their  handling 
of  customers. 

.\lxmt  fifteen  of  twenty  minutes  was  allowed  at  each 
meeting  to  the  sale.  Then  the  instructor  took  the  floor 
and  discussed  not  the  sale  but  the  imderlying  principles 
illustrated  by  the  specific  problem  which  had  just  been 
encountered.  The  customer  very  often  participated  in, 
or  led,  the  discussion.  As  customers,  we  used  the 
employment  manager,  a  member  of  the  planning  de])art- 
ment,  the  head  of  the  alteration  room,  the  corset  buyer, 
and  two  members  of  the  training  department.  The  fact 


NON-SELLING  TRAINING 

PRICE  $2.50 

To  members  of  the  National  Retail  Dry  Goods 
Association  $1.50.  One  copy  Free  to  each  mem¬ 
ber  of  Personnel  Group  at  date  of  publication, 
June  1932. 

A  study  made  by  a  committee  headed  by  Jane  Tildsley, 
R.  H.  Macy  &  Co.,  Inc.,  New  York  City,  for  the  Per¬ 
sonnel  Group  of  the  National  Retail  Dry  (ioods  Asso¬ 
ciation. 


This  study  is  the  result  of  a  survey  of  methods  of  train¬ 
ing  non-selling  employees.  It  contains  duties,  suggestions 
for  training,  lesson  plans  and  methods  of  follow-up  for 
the  following  non-selling  jobs: 


Cuitomer  Contacts 
Bureau  of  Adjustment 
File  Clerks 
Receiving  Clerks 
Telephone  Complaints 
Tracers 

Cashiers — On  the  Floor,  In 
Tube  Room 
Cashier  Packers 
Inspector  Wrappers 
Packers 
Credit  Desk 
Drivers  and  Helpers 
Sorters  and  Entry  Clerks 
Elevators  Operators 
Floor  Boys  or  Carriers 
Information  Clerk 


M  ail  Order 

Mail  Order  Checkers 
Mail  Order  Readers 
Order  Fillers 

Personal  Shopping — ilail  and 
Telephone  Order  Department 
Porters 

Receiving  and  Marking  Train¬ 
ing 

Checkers 
Markers 
Repair  Desk 

Stenographers,  Typists  and 
Correspondents 
Stock  People 
Telephone  Operators 
Telephone  Order  Board 


The  material  is  quite  detailed  and  can  readily  be  adapted 
to  a  retail  organization  of  any  size. 


t)f  having  a  different*,  •  definite  customer  and  different, 
definite  merchandise  at  every  meeting,  gave  a  variety 
and  liveliness  to  the  lesson  that  is  absolutely  impossible 
in  an  abstract  presentation  of  principles  of  salesman¬ 
ship.  Incidentally,  every  customer  really  waited  a 
dress,  so  that  there  was  little  make  lielieve  on  the  cus¬ 
tomer’s  part. 

The  topics  which  were  covered  in  the  series  of  meet¬ 
ings  were : 

1.  Suitability  of  costume  to  occasion. 

2.  Line  and  design  (2  lessons). 

3.  Color. 

4.  Fashion  trends  —  fabrics  —  selling  en¬ 
sembles. 

5.  Fitting  room  technique — alterations. 

6.  Psychology  of  the  customer  (2  lessons). 
Choice  of  selling  points.  Answering  ques¬ 
tions  and  meeting  objections.  Preventing 
returns.  Building  a  clientele. 

As  you  can  see,  we  applied  the  ensemble  idea  to  this 
dress  clinic;  instead  of  following  the  logical  method  of 
giving  separate  course  in  selling  technique,  color  and 
line,  textiles,  fashion,  and  so  on,  we  used  the  psycholog¬ 
ical  approach  and  attempted  a  more  integrated  tyj)e  of 
instruction. 


Small  Groups  Essential 

On  the  whole,  we  were  pleased  with  our  exiieriment. 
There  is  one  obvious  difficulty  to  applying  this  type  of 
training  in  a  large  store:  the  intimate,  informal  atmos¬ 
phere  necessary  to  the  success  of  the  instruction  makes 
it  essential  that  the  group  lie  kept  very  small ;  there¬ 
fore  it  takes  a  great  deal  of  time  to  cover  the  entire 
store.  However,  if  this  specific  training  is  more  effec¬ 
tive  than  other  methods,  as  we  believe  it  is,  the  results 
justify  the  expenditure  of  time.  And  if  it  definitely 
reduces  turnover,  as  we  believe  it  will,  the  problem  of 
repeating  the  training  is  minimized. 

As  for  positive  results  of  our  clinic,  there  were 
several : — 

1.  The  instructor  enjoyed  it  very  much.  This 

is  important  in  view  of  the  fact  that  if  a 
teacher  grows  stale,  her  teaching  grows 
stereotyjied.  A  good  time  is  more  likely  to 
lie  had  liy  all  if  the  instructor  brings  real 
zeal  to  the  job. 

2.  The  buyers  were  genuinely  enthusiastic 
about  the  course.  The  idea  of  following 
the  problem  into  the  fitting  room  and  dis¬ 
cussing  it  from  all  angles  seemed  to  them 
to  make  sense. 

3.  The  salesgirls  not  only  enjoyed  the  meet¬ 
ings  but  from  the  start  their  sales  totals 
gave  evidence  that  they  could  apply  the  in¬ 
struction  immediately  to  their  selling.  We 
kept  score  on  customers  approached  and 
sales  consummated  and  every  one  of  the 
five  girls  improved  her  score  at  a  gratifying 
rate.  The  second  week  of  the  course,  the 
three  girls  who  had  been  at  the  bottom  of 
the  list  in  sales  rose  to  first,  second,  and 
third  place  in  the  department,  and  the 
other  two  were  not  far  behind. 


July.  1932 


The  Bulletin  o/  the  National  Retail  Dry  Goods  Association 


497 


EXCERPTS  FROM 
THE  NEW  REGULATIONS 
RELATING  TO  THE  EXCISE  TAXES 

AND 

OTHER  PROVISIONS  OF  IMPORTANCE  TO  RETAILERS 

UNDER  THE 

REVENUE  ACT  OF  1932 


This  analysis  contains  essential  infor¬ 

mation  quoted  from  the  Regulations  of 
the  Revenue  Act  of  1932,  treating  of  the 
manufacturers’  excise  taxes  on  toilet  prepara¬ 
tions,  furs,  jewelry,  radio  receiving  sets  and 
])honographs,  mechanical  refrigerators,  sporting 
goods,  cameras,  matches,  candy,  chewing  gum, 
soft  drinks,  electrical  energy,  and  checks,  and 
those  provisions  of  the  Act  dealing  with  keeping 
of  records,  payment  of  tax,  discounts,  goods  on 
consignment,  credits  and  refunds,  etc. 

Particular  attention  is  directed  to  the  section 
dealing  with  penalties  for  misrepresentation  of 
the  tax,  as  well  as  the  necessity  of  maintaining 
tax  records. 

This  summary  has  been. prepared  in  response 
to  a  wide-spread  demand  from  members  for  im¬ 
mediate  authoritative  information,  and  is 
intended  for  their  guidance  until  complete 
Regulations  are  available  through  the  offices  of 
the  local  Collectors  of  Internal  Revenue  on  or 
before  June  30th. 

Members  should  bear  in  mind  that  the  manu¬ 
facturers’  excise  taxes  provided  for  in  this  Act 
became  effective  at  midnight  June  20th  last, 
and  will  terminate  at  midnight  June  30th,  1934. 

It  is  important  to  note  that  these  excise  taxes 
are  payable  to  the  Government  by  the  manu¬ 
facturer,  producer  or  importer,  and  not  by  the 
retailer,  unless  the  retailer  is  the  manufacturer, 
as  in  the  case  of  the  making  or  repairing  of  fur 
garments,  or  fur  trimmed  garments,  jewelry 


repair  work,  the  mixing  of  soft  drinks,  or  in¬ 
stances  where  the  retailer  is  the  direct  importer 
of  taxable  goods  sold. 

Members  operating  soda  fountains  or  restaur¬ 
ants,  should  study  carefully  the  Regulations 
pertaining  to  soft  drinks,  because  under  certain 
conditions  the  retailer  is  liable  for  the  tax  as 
a  manufacturer.  It  is  imperative  that  you  secure 
at  once  from  the  office  of  your  local  Collector 
of  Revenue,  the  Certificate  of  Registration 
which  this  new  Law  requires  vendors  of  soft 
drinks  to  obtain  on  the  first  of  July  of  each 
year,  and  to  post  on  their  premises.  Failure 
to  secure  such  Certificate  is  punishable  by  a 
fine  of  $1000. 

Such  taxes  as  the  retailer  may  be  liable  for 
on  goods  sold  during  the  period  from  midnight 
June  20th  to  midnight  June  30th,  1932,  are 
payable  on  or  before  July  31st  of  this  year, 
and  monthly  thereafter. 

An  examination  of  the  Regulations  discloses 
that  they  fail  to  treat  adequately  of  numerous 
practical  problems  which  will  daily  arise  in 
the  conduct  of  retail  businesses.  As  such  prob¬ 
lems  arise,  members  are  urged  to  communicate 
with  Harold  R.  Young,  Washington  Secretary 
of  the  National  Retail  Dry  Goods  Association, 
Munsey  Building,  Washington,  D.  C.,  or  with 
the  Headquarters’  Offices  of  the  Association  in 
New  York  City.  Each  request  for  information 
will  receive  prompt  attention,  and  rulings  and 
opinions  from  the  Bureau  will  be  obtained 
whenever  necessary. 


498 


The  Bulletin  of  tho  National  Retail  Dry  Goods  Association 


July,  1932 


GENERAL  PROVISIONS 
EFFECTIVE  PERIOD 
Section  629  of  the  Revenue  Act  of  1932 
Article  1.  Effective  period.— The  tax  imposed  under 
Title  IV  of  the  Revenue  Act  of  1932,  is  on  articles  sold, 
leased, *or  used  by  the  manufacturer,  producer,  or  im¬ 
porter  on  or  after  June  21,  1932,  even  though  manu¬ 
factured,  produced,  or  imported  before  that  date. 

No  such  sale,  lease,  or  use  after  June  30,  1934  (or 
after  July  31,  1934,  in  the  case  of  articles  taxable  under 
sections  602  and  606,  relating  to  the  tax  on  tires  and 
inner  tubes  and  automobiles,  etc.),  is  taxable  under  the 
title. 

Art.  2.  Definitions  and  use  of  terms. — As  used  in 
these  regulations,  unless  obviously  inapplicable,  the 
term  “manufacturer”  is  used  to  include  “producer”  and 
“importer” ;  the  term  “sold”  to  include  “leased” ;  the 
term  “sale”  to  include  “lease” ;  the  term  “purchaser” 
to  include  “lessee” ;  and  the  term  “vendor”  to  include 
“lessor” ;  and  the  other  terms  used  in  these  regulations 
have  the  meaning  assigned  to  them  by  section  1111. 

Art.  3.  Liability  of  manufacturer  for  tax. — The  tax 
covered  by  these  regulations  shall  be  paid  by  the  manu¬ 
facturer,  producer,  or  importer  on  all  sales,  whether 
made  directly  or  through  an  agent,  except  as  provided 
in  article  6. 

With  respect  to  contracts  made  prior  to  May  1,  1932, 
section  625  provides  that  if  the  contract  does  not  per¬ 
mit  the  addition  of  the  tax  to  the  price  and  does  not 
provide  that  the  vendor  shall  pay  the  tax,  the  tax  shall 
l)e  paid  by  the  vendee  to  the  vendor  at  the  time  of  sale 
and  shall  l)e  returned  and  paid  to  the  collector  by  the 
vendor.  (See  art.  67.) 

No  tax  attaches  where  such  a  contract  has  l)een  made 
with  the  United  States,  or  where  under  such  a  contract 
delivery  has  been  made  prior  to  June  21,  1932,  to  any 
jjerson  other  than  a  dealer  or  other  than  a  person  in¬ 
tending  to  use  the  article  as  material  in  the  manufacture 
or  production  of  another  article,  or  to  sell  it  on  or  in 
connection  with,  or  with  the  sale  of,  another  article. 

Art.  4.  Who  is  a  manufacturer  or  producer. — 
As  used  in  the  Act,  the  term  “producer”  includes  a  per¬ 
son  who  produces  a  taxable  article  by  processing,  man¬ 
ipulating,  or  changing  the  form  of  an  article,  or  pro¬ 
duces  a  taxable  article  by  combining  or  assembling  two 
or  more  articles. 

Under  certain  circumstances,  as  where  a  fierson 
manufactures  or  produces  a  taxable  article  for  a  person 
who  furnishes  materials  and  retains  title  thereto,  the 
|)erson  for  whom  the  taxable  article  is  manufactured  or 
produced,  and  not  the  jierson  who  actually  manufactures 
or  produces  it,  will  be  considered  the  manufacturer. 

A  manufacturer  who  sells  a  taxable  article  in  a  knock¬ 
down  condition,  but  complete  as  to  all  component  parts, 
shall  be  liable  for  the  tax  under  Title  IV  and  not  the 
person  who  buys  and  assembles  a  taxable  article  from 
such  component  parts. 

Art.  5.  When  tax  attaches.— In  general  the  tax  at¬ 
taches  when  the  title  of  the  article  sold  i)asses  from 
the  manufacturer  to  a  purchaser. 

When  title  passes  is  dependent  upon  the  intention  of 
the  parties  as  gathered  from  the  contract  of  sale  and  the 
attendant  circumstances.  In  the  absence  of  expres.sefl 


intention,  the  legal  rules  of  presumption  followed  in 
the  jurisdiction  where 'the  sale  is  made  govern  in  de¬ 
termining  when  title  passes.  Generally,  title  passes  upon 
delivery  of  the  articles  to  the  purchaser  or  to  a  carrier 
for  the  purchaser. 

In  the  case  of  a  sale  on  credit,  it  is  immaterial  whether 
or  not  the  purchase  price  is  actually  collected. 

Where  a  manufacturer  consigns  articles  to  a  dealer, 
retaining  ownership  in  them  until  they  are  disposed  of 
by  the  dealer,  title  does  not  pass  and  the  tax  does  not 
attach  until  the  sale  by  such  dealer.  Likewise,  where  the 
relationship  between  a  manufacturer  and  a  dealer  is  that 
of  principal  and  agent,  title  passes  upon  sale  by  the 
dealer,  and  tax  thereupon  attaches. 

Art.  6.  Sales  of  taxable  articles  by  persons  other 
than  the  manufacturer  thereof. — Whenever  any  per¬ 
son  who  has  manufactured,  produced,  or  imported  any 
of  the  articles  covered  by  these  regulations  dies  and  his 
wife  or  child,  or  executors  or  administrators,  or  other 
legal  representatives  carry  on  or  close  out  the  business, 
the  wife  or  child,  or  executors  or  administrators,  or 
other  legal  representatives  of  the  deceased  taxjxiyer, 
shall  be  liable  for  the  tax  on  all  such  articles  sold  by 
them. 

A  receiver  or  trustee  in  bankruptcy  of  a  manufacturer 
of  taxable  articles  who  conducts  or  liquidates  a  business 
under  a  court  order  is  liable  for  tax  on  all  such  articles 
sold  by  him  regardless  of  whether  the  articles  were 
manufactured  before  or  after  he  took  charge  of  the 
business. 

An  assignee  for  the  benefit  of  creditors  of  a  manu¬ 
facturer  of  taxable  articles  will  be  liable  for  tax  with 
respect  to  all  such  articles  sold  by  him. 

When  one  or  more  members  of  a  firm  or  partnership 
withdraw,  and  the  manufacturing  business  is  continued 
by  the  remaining  i>artners,  or  where  new  partners  are 
taken  into  a  firm,  the  new  firm  so  constituted  will  be 
liable  for  tax  on  all  taxable  articles  sold  by  it  regardless 
of  when  they  were  manufactured. 

A  coqwration  which  results  from  a  statutory  consoli¬ 
dation,  or  a  stockholder  in  a  corporation  who  after  its 
dissolution  continues  the  business,  is  liable  for  tax  on  all 
taxable  articles  sold  irresiiective  of  whether  such  articles 
were  manufactured  by  the  old  coriKiration  or  by  the  new 
cor])oration  or  by  such  stockholder. 

On  articles  manufactured  for  a  jobber  by  a  foreign 
manufacturer  the  jobber  must  pay  tax  on  his  sales  as 
the  importer  of  such  articles. 

Art.  7.  Sales  for  further  manufacture. — Section 
620  provides  that  except  in  the  case  of  tires  and  inner 
tul)es  and  articles  taxable  under  section  604,  relating  to 
the  tax  on  furs,  no  tax  will  l)e  imposed  iqxin  articles 
sold  for  use  in  the  manufacture  or  production  of  other 
articles  subject  to  tax  under  Title  IV.  The  right  to 
exemption  shall  l)e  established  by  a  certificate  of  ex¬ 
emption  such  as  is  set  forth  below. 

The  exemption  is  provided  in  the  case  of  an  article, 
otherwise  subject  to  tax,  which  is  .sold  (1)  for  use  as 
material  in  the  manufacture  or  production  of  a  taxable 
article,  or  (2)  for  use  as  a  component  i)art  of  a  taxable 
article  to  lie  manufactured  or  produced  by  the  vendee. 
In  order  to  obtain  the  exemption  from  tax,  the  vendor 
must  obtain  from  the  purchaser,  and  retain  in  his 
})ossession,  a  certificate  of  the  purchaser,  showing  con¬ 
clusively  that  the  ])urchaser  is  a  manufacturer  of  tax- 
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able  ai  tides  and  that  the  artide  so  purchased  is  to  be 
used  by  the  ‘purchaser  for  one  of  the  two  purposes 
specified. 

If  the  vendee  resells  an  article  sold  to  him  tax  free 
under  section  620  he  shall,  for  the  purposes  of  Title 
I\^  I)e  considered  the  manufacturer  and  will  either  be 
required  to  pay  the  tax  imposed  thereon  or  will  have 
to  establish  by  exemption  certificate  that  his  sale  is  tax 
free  under  the  terms  of  section  620. 

When  material  or  component  parts  are  sold  on  or 
in  connection  with  the  taxable  sale  of  articles  enumer¬ 
ated  under  Title  IV,  the  manufacturer  of  the  articles 
will  i)ay  the  tax  on  the  full  selling  price  of  such  articles, 
including  materials  or  component  parts  purchased  free 
of  tax. 

Jol)l)ers  or  dealers  who  are  not  manufacturers,  and 
users  who  are  not  manufacturing  taxable  articles,  are 
not  entitled  to  purchase  tax  free  under  certificate. 

Under  the  specific  provisions  of  section  620,  tires 
and  inner  tubes,  and  articles  taxable  under  section  604, 
relating  to  the  tax  on  furs,  are  not  permitted  to  be  sold 
tax  free  as  material  for  use  in  the  manufacture  or  pro¬ 
duction  of,  or  as  a  component  part  of,  another  article 
taxable  under  Title  IV.  (See  arts.  26  and  40.) 

Following  is  a  form  of  the  certificate  of  exemption 
which  will  be  accepted  and  in  substance  must  be  strictly 
adhered  to : 

Exemption  Certificate 

The  undersigned  hereby  certifies  that  he  is  a  manu¬ 
facturer  or  producer  of  one  or  more  articles  taxable 
under  Title  IV  of  the  Revenue  Act  of  1932  and  that 
the  article  or  articles  specified  in  the  accompanying 
order  are  purchased  by  him  for  use  as  material  in  the 
manufacture  or  production  of,  or  for  use  as  compon¬ 
ent  parts  of,  an  article  or  articles  to  be  manufactured 
or  produced  by  him  which  will  be  taxable  under  such 
title  or  sold  by  him  under  a  similar  exemption 
certificate. 

The  undersigned  understands  that  under  section  620 
of  the  Revenue  Act  of  1932  he  becomes  for  the  pur¬ 
poses  of  that  Act  the  manufacturer  or  producer  of 
the  article  or  articles  so  purchased,  and  must  file 
returns  and  pay  tax  in  the  event  lie  resells  them  (ex¬ 
cept  under  a  similar  exemption  certificate)  or  uses  them 
otherwise  than  as  above  specified. 

If  it  is  impracticable  to  furnish  a  separate  certificate 
for  each  order,  a  certificate  covering  all  orders  between 
given  date  (such  period  not  to  exceed  a  month)  will  be 
accepted. 

In  the  case  of  orders  placed  prior  to  June  21,  1932, 
for  articles  to  be  sold  after  that  date,  exemption  certifi¬ 
cates  may  be  obtained  at  any  time  prior  to  the  due  date 
of  the  return  of  the  vendor. 

If  in  any  case  such  a  certificate,  with  supporting  in¬ 
voices,  can  not  lie  produced  on  demand  of  any  internal- 
revenue  officer,  tax  shall  lie  payable  by  the  manufac¬ 
turer  upon  all  articles  sold  tax  free  by  him  as  to  which 
such  orders  and  certificates  are  not  produced. 

Art,  8.  Basis  of  tax  on  sales  generally. — The  tax  is 
im|Kised  on  each  sale  by  the  manufacturer  of  the  arti¬ 
cles  enumerated  in  these  regulations.  The  provisions  of 
the  Act  quoted  embody  the  rules  for  determining  the 
sale  price,  which  is  the  basis  of  the  tax.  In  general, 
this  should  lie  the  manufacturer’s  actual  price  at  the 
factory  or  place  of  production.  In  determining  the  sale 
price,  for  tax  purposes,  there  shall  l)e  included  any 
charge  incident  to  placing  the  article  in  condition 


packed  ready  for  shipment.  There  shall  be  excluded 
( 1 )  the  amount  of  tax  imposed  by  Title  IV,  whether  or 
not  billed  as  a  separate  item,  and  (2)  (subject  to  the 
provisions  of  article  12)  transportation,  delivery,  in¬ 
surance,  installation,  or  other  charges  (not  required  by 
the  precending  sentence  to  be  included). 

Where  articles  are  sold  on  credit,  the, tax  is  to  be  re¬ 
turned  and  paid  to  the  collector  of  interrial  revenue  dur¬ 
ing  the  month  succeeding  that  in  which  such  sales  are 
made,  even  though  the  price  may  not  be  paid  to  the 
manufacturer  until  a  later  date. 

Art,  9.  Basis  of  tax  on  leases,  installment  sales,  and 
conditional  sales. — Special  provisions  are  made  in  the 
Act  for  computing  taxes  due  in  the  case  of  leases  of 
articles  and  installment  and  so-called  conditional  sales. 
The  term  “lease”  means  a  continuous  right  to  the  poss- 
ession  or  use  of  a  particular  article  for  a  specified 
term.  It  does  not  include  the  use  of  an  article  merely 
as  occasion  demands,  but  the  contract  must  give  the 
lessee  the  right  to  possess  or  use  the  article,  without 
interruption,  for  a  definite  period  of  time. 

Where  articles  are  leased  by  the  manufacturer,  or 
where  articles  are  sold  under  an  installment-iiayment 
contract,  or  under  a  conditional-sale  contract  with  pay¬ 
ments  to  be  made  in  installments,  a  proportionate  part 
of  the  total  tax  shall  be  paid  upon  each  payment  made 
with  respect  to  the  article.  Such  taxes  are  to  lie  returned 
and  paid  to  the  collector  of  internal  revenue  during 
the  month  succeeding  that  in  which  such  payment  is 
made.  For  instructions  as  to  the  filing  of  returns  and 
the  payment  of  tax  to  the  collector  of  internal  revenue 
see  articles  67  and  68. 

Art,  10.  Charges  for  coverings,  containers,  etc. — 
Any  charges  for  coverings,  containers,  etc.,  incident  to 
placing  the  article  in  condition  packed  ready  for  ship¬ 
ment  shall  be  included  as  a  part  of  the  sale  price  for  the 
purpjose  of  computing  the  tax.  Therefore,  the  amount 
paid  for  the  article  and  its  covering  or  container  is  the 
basis  for  computing  the  tax  even  though  a  separate 
charge  for  such  covering  or  container  is  billed  on  the 
invoice.  If  there  is  an  agreement  that  the  manufacturer 
will  refund  to  the  purchaser  a  spiecified  amount  upton 
return  of  the  covering  or  container,  the  tax  nevertheless 
attaches  to  the  whole  price,  including  the  amount  agreed 
upKjn  to  be  refunded.  However,  when  such  coverings  or 
containers  are  returned  by  the  purchaser,  and  the  manu¬ 
facturer  actually  refunds  the  amount  agreed  upon,  the 
manufacturer  may  file  a  claim  for  refund  on  Form 
843,  or  take  credit  on  any  subsequent  monthly  return 
for  that  portion  of  the  tax  paid  on  the  part  of  the  price 
actually  refunded  to  the  purchaser.  (See  art.  71.) 

Art.  11.  Exclusion  of  tax. — Tax  impxDsed  on  the  sale 
of  any  article  enumerated  in  these  regulations  is  not  a 
part  of  the  sale  price  of  such  article.  If  the  tax  is 
included  in  the  sale  price  of  an  article  the  amount  of 
such  tax  should  be  excluded  in  computing  the  tax  due, 
r^ardless  of  whether  it  is  shown  on  the  invoice  as  a 
separate  item.  A  manufacturer  may  compute  the  tax 
upon  his  sale  price  and  bill  the  exact  amount  of  the  tax 
to  his  customers  as  a  separate  item,  but  where  no  separ¬ 
ate  charge  is  made  as  tax  it  will  be  presumed  to  be 
included  in  the  price  charged  for  the  article. 

If  an  article  subject  to  tax  at  the  rate  of  5  per  cent 
is  sold  for  $100  and  an  item  of  $5  is  billed  as  tax,  it  is 
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clear  than  $100  is  the  taxable  selling  price  and  $5  the 
amount  of  tax  due  thereon.  However,  it  the  article  is 
sold  for  $100  with  no  separate  billing  or  indication  of 
the  amount  of  tax,  it  will  be  presumed  that  the  tax  is 
included  in  the  $100,  and  a  computation  will  be  neces¬ 
sary  to  determine  what  portion  of  the  total  amount 
represents  the  sale  price  of  the  article  and  what  portion 
the  tax.  If  the*  tax  on  the  article  is  5  per  cent  of  the 
sale  price  it  is  clear  that  the  $100  includes  a  basic  sale 
price  (100  per  cent)  and  the  tax  thereon  (5  per  cent). 
Consequently,  in  order  to  determine  the  amount  of  the 
tax,  the  $100  must  be  divided  by  105,  resulting  in  a 
uotient  of  $95.24,  which  is  the  sale  price  of  the  article, 
f  the  $95.24  is  either  subtracted  from  $100  or  multi¬ 
plied  by  .05  (the  rate  of  tax),  the  correct  tax  will  be 
ascertained — $4.76.  The  same  method  of  computation 
may  be  applied  where  a  different  tax  rate  is  involved, 
and  the  tax  is  included  in  the  sale  price,  the  amount 
charged  the  customer  being  divided  by  100  plus  the  tax 
rate,  thus  ascertaining  the  sale  price  of  the  article  and 
from  that  the  tax  thereon. 

Ait.  12.  Exclusion  of  charges  for  transportation, 
delivery,  etc. — Charges  for  transportation,  delivery, 
insurance,  installation,  and  other  charges  which  have 
no  connection  whatever  with  the  manufacturing  process 
or  with  placing  the  article  in  a  finished  condition  packed 
and  ready  for  shipment,  are  to  be  excluded  in  comput¬ 
ing  the  tax.  Any  additional  charge  which  a  purchaser 
would  not  be  required  to  pay  if  he  accepted  delivery  of 
the  article  at  the  factory  may  be  so  excluded. 

These  additional  charges  may  not  be  excluded  in 
computing  the  tax  unless  the  amount  thereof  and  the 
fact  that  they  represent  fair  charges  are  established  by 
adequate  records  to  the  satisfaction  of  the  Commission¬ 
er.  (See  art.  69,  relative  to  the  keeping  of  records.) 

A*t.  13.  Discounts  and  adjustments. — Readjust¬ 
ments  in  sale  price  (such  as  allowable  discounts,  re¬ 
bates,  bonuses,  etc.)  can  not  be  anticipated.  The  tax 
must  be  based  upon  the  original  price  unless  such  re¬ 
adjustments  have  actually  bwn  made  prior  to  the  close 
of  the  month  in  which  the  tax  upon  the  sale  is  re¬ 
turned.  However,  if  the  price  upon  which  the  tax  was 
computed  is  subsequently  readjusted,  a  proper  credit 
may  be  taken  against  the  tax  due  on  a  subsequent  re¬ 
turn,  or  an  appropriate  claim  for  refund  may  be  filed. 
(See  art.  71.) 

Where  articles  are  sold  over  a  period  of  time  under 
an  agreement  for  a  quantity  rebate,  or  an  agreement  for 
a  so-called  wholesale  bonus,  and  an  adjustment  in  price 
is  actually  allowed  in  accordance  with  such  agreement, 
the  tax  may  be  adjusted  in  the  return  for  the  month  in 
which  the  price  is  finally  determined,  or  a  claim  for 
refund  may  be  filed.  (See  art.  71.) 

Where  articles  are  sold  under  an  agreement  which 
provides  for  a  rebate  in  the  case  of  a  price  reduction 
applicable  to  such  articles  remaining  unsold  in  the 
hands  of  a  dealer,  and  a  rebate  is  made  in  accordance 
with  such  agreement,  a  corresponding  adjustment  of 
tax  paid  may  be  effected  through  a  credit  or  claim  for 
refund.  (See  art.  71.) 

Commissions  to  agents  are  not  deductible  from 
the  price  under  any  conditions  for  purposes  of  tax  com¬ 
putations  under  Title  IV. 

Abt.  14.  Exchanges,  etc. — If  articles  sold  are  re¬ 
turned  and  the  sale  entirely  rescinded  by  refunding  the 


entire  amount  paid,  including  tax,  no  tax  is  payable  on 
the  transaction  and,  if. paid,  the  tax  may  be  credited  or 
refunded.  (See  art.  71.)  If  a  part  only  of  the  articles 
sold  at  one  time,  or  a  covering  or  container,  is  returned, 
and  credit  or  rebate  allowed  by  the  vendor  therefor, 
the  portion  of  the  tax  to  be  credited  or  refunded  win 
be  the  proportion  of  the  total  tax  paid  which  the  ptirtion 
of  the  sale  price  allowed  as  a  credit  or  rebate  bears  to 
the  total  sale  price  of  all  the  articles. 

If  an  article  is  sold  under  a  guaranty  as  to  its  quality 
or  service  and  is  thereafter  returned  and  a  rebate  made 
pursuant  to  the  guaranty,  the  manufacturer  may  claim 
credit  or  refund  of  such  portion  of  the  tax  originally 
paid  in  respect  of  the  article  as  is  proportionate  to  the 
part  of  the  price  refunded. 

W'here  any  taxable  article  is  returned  to  the  manu¬ 
facturer  thereof  for  adjustment,  replacement,  or  ex¬ 
change,  under  a  guaranty  as  to  quality  or  service,  and  a 
new  article  given  pursuant  to  guaranty,  free,  or  at  a 
reduced  price,  the  tax  shall  be  computed  on  the  actual 
amount,  if  any,  to  be  paid  to  the  manufacturer  for  the 
new  article. 

BASIS  OF  TAX  (FAIR  MARKET  PRICE) 
Section  619  (b)  of  the  Revenue  Act  of  19.32 
(b)  If  an  article  is — 

( 1 )  sold  at  retail ; 

(2)  sold  on  consignment;  or 

(3)  sold  (otherwise  than  through  an  arm’s- 
length  transaction)  at  less  than  the  fair 
market  price; 

the  tax  under  this  title  shall  (if  based  on  the  price 
for  which  the  article  is  sold)  be  computed  on  the  price 
for  which  such  articles  are  sold,  in  the  ordinary  course 
of  trade,  by  manufacturers  or  producers  thereof,  as 
determined  by  the  Commissioner. 

Art.  15.  Fair  market  price  in  case  of  retail  sales, 
consignments,  etc. — The  “fair  market  price”  within 
the  meaning  of  the  Act  and  these  regulations  is  the  price 
for  which  articles  are  sold  by  manufacturers  at  a  place 
of  manufacture  or  production  in  the  ordinary  course  of 
trade  and  in  the  absence  of  special  arrangements. 
W^here,  for  any  reason,  a  manufacturer’s  sale  price 
does  not  properly  reflect  the  price  for  which  similar 
articles  are  sold  at  the  place  of  manufacture  or  pro¬ 
duction  in  the  ordinary  course  of  trade  by  manufactur¬ 
ers  and  the  sale  is  not  an  arm’s-length  transaction,  the 
tax  shall  be  computed  upon  a  fair  market  price. 

Where,  through  the  existence  of  special  arrange¬ 
ments  between  a  manufacturer  and  a  purchaser  (as  in 
the  case  of  intercompany  transfers  at  cost  or  at  a  fic¬ 
titious  price),  the  price  for  which  articles  are  sold  by 
the  manufacturer  does  not  reflect  a  fair  market  price, 
the  sale  is  regarded  as  one  made  “otherwise  than 
through  an  arm’s-length  transaction.”  In  such  cases 
the  tax  shall  be  computed  upon  a  fair  market  price, 
which,  under  the  Act,  the  Commissioner  is  empowered 
to  determine. 

Where  a  manufacturer  sells  articles  at  retail,  the  tax 
on  his  retail  sales  ordinarily  will  be  computed  upon  a 
price  for  which  similar  articles  are  sold  by  him  at 
wholesale.  However,  in  such  cases  it  must  be  shown 
that  the  manufacturer  has  an  established  bona  fide 
practice  of  selling  the  same  articles  in  substantial  quan¬ 
tities  at  wholesale.  If  he  has  no  such  sales  at  whole¬ 
sale,  a  fair  market  price  will  be  determined  by  the 
Commissioner. 
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It  a  manufacturer  sells  regularly  at  wholesale  at 
several  varying  but  Ixjna  fide  rates  of  discount,  ordi¬ 
narily  his  average  selling  price  for  the  smallest  whole¬ 
sale  lots,  will  be  the  basis  of  tax  with  respect  to  retail 
sales.  All  sales  at  wholesale  are  subject  to  tax  on  the 
basis  of  the  actual  sale  price  of  each  article  so  sold. 

If  a  manufacturer  delivers  articles  to  a  dealer  on 
consignment,  retaining  ownership  in  them  until  dis¬ 
posed  of  by  the  dealer,  the  manufacturer  must  pay  a 
tax  on  the  basis  of  the  fair  market  price,  which  will 
ordinarily  be  the  net  price  received  from  the  dealer. 

Art.  16.  Tax  on  use  by  manufacturer,  producer, 
or  importer.  — The  Act  provides  that  if  a  jjerson  man¬ 
ufactures,  produces,  or  imports  any  article  enumerated 
in  Title  IV,  except  tires  and  inner  tubes,  and  uses  it 
for  any  purpose  (other  than  as  material  in  the  manu¬ 
facture  or  production  of,  or  as  a  component  part  of, 
another  article  manufactured  or  produced  by  him,  which 
will  l)e  taxable  under  Title  IV  or  sold  tax  free  under 
the  provisions  of  article  7  to  another  manufacturer  of 
taxable  articles),  he  shall  be  liable  for  a  tax  on  the  use 
of  the  article  in  the  same  manner  as  if  it  was  sold  by 
him.  The  ta.x  on  the  article  so  used  shall  be  computed 
on  the  fair  market  price  as  defined  in  article  15. 

The  Act  further  provides  that  if  a  person  manu¬ 
factures,  produces,  or  imports  tires  and/or  inner  tubes, 
and  sells  them  on  or  in  connection  with,  or  with  the 
sale  of,  automobiles  or  motor  cycles,  or  if  he  uses  them 
for  any  purpose  whatever,  he  shall  be  liable  for  tax  in 
such  cases  as  if  such  tires  and  inner  tuljes  were  sold 
by  him  as  separate  articles.  The  tax  on  tires  and  inner 
tubes  so  sold  or  used  shall  be  computed  at  the  resjiec- 
tive  rates  of  and  4  cents  a  pound.  (See  arts.  19  to 
21,  inclusive,  and  art.  40.) 

EXEMPT  SALES 

Art.  17.  Sales  to  the  United  States  Government 
or  to  a  State. — The  tax  applies  to  articles  enumerated 
in  Title  IV  (except  articles  taxable  under  section  610, 
relating  to  the  tax  on  firearms,  etc.)  when  sold  to  the 
United  States  Government.  (See,  however,  art.  3.) 
The  ta.x  applies  to  articles  enumerated  in  Tile  IV  when 
sold  to  the  government  of  the  District  of  Columbia,  or 
a  Territory  or  possession  of  the  United  States. 

The  tax  does  not  attach  to  sales  of  any  articles  to 
States  or  political  subdivisions  thereof  to  be  used  in 
the  e.xercise  of  an  essential  governmental  function,  pro¬ 
vided  such  sales  are  made  direct  by  the  manufacturer 
to  a  State  of  political  subdivision  thereof  without  any 
intervening  sale  to  a  dealer  or  distributor. 

Art.  18.  Sales  for  export. — The  articles  enumerated 
in  Title  IV  are  not  subject  to  tax  when  sold  for  export 
or  for  shipment  to  a  possession  of  the  United  States 
by  the  manufacturer  thereof  and  in  due  course  so  ex¬ 
ported  or  shipped.  (See  arts.  74  to  76,  inclusive.) 

TOILET  PREPARATIONS,  ETC. 

Art.  22.  Scope  of  tax. — The  tax  attaches  to  the  sale 
by  the  manufacturer  of  the  articles  enumerated  in  sec¬ 
tion  603,  "and  similar  articles  commonly  or  commercially 
known  as  toilet  articles,  which  are  used  or  applied,  or 
intended  to  be  used  or  applied,  for  toilet  purposes. 
Any  article  advertised  or  held  out  to  be  suitable  for 
toilet  purposes,  or  for  any  purposes  for  which  the  art¬ 


icles  enumerated  in  the  Act  are  customarily  used,  will 
be  subject  to  the  tax,  regardless  of  the  name  by  which 
it  may  be  known  or  distinguished.  The  tax  attaches  to 
the  sale  by  the  manufacturer  of  all  preparations  which 
are  used  or  applied  or  intended  to  be  used  or  applied 
for  toilet  purposes  or  used  in  connection  with  the  bath 
or  care  of  the  body,  or  applied  to  the  clothing  as  a  per¬ 
fume  or  to  the  body  as  a  toilet  article.  The  fact  that 
any  particular  product,  preparation,  or  substance  com¬ 
ing  within  the  scope  of  the  Act  may  have,  or  be  held  out 
to  have,  a  medicinal,  stimulating,  remedial,  or  curative 
value  does  not  exempt  it  from  the  tax,  if  it  is  commonly 
used  as  an  adjunct  to  the  toilet  or  for  toilet  purposes. 

The  tax  will  not  attach  to  an  article  which  is  not  a 
finished  product  or  is  not  susceptible  of  use  for  toilet 
purposes  but  is  only  suitable  for  use  in  the  manufac¬ 
ture  of  articles  subject  to  tax,  or  to  any  article  or  sub¬ 
stance  which  has  only  an  incidental  or  occasional  use  as 
a  toilet  preparation. 

Toilet  soap  is  taxable  whether  in  the  form  of  a 
liquid,  semiliquid,  paste,  flake,  powder,  or  cake.  Soaps 
and  soap  powders  advertised  or  held  out  as  suitable  for 
toilet  purposes  or  for  application  to  the  body,  or  parts  of 
the  body,  as  cleansing  agents  are  taxable.  Toilet  soap 
advertised  or  held  out  as  having  medicinal  properties, 
medicated  toilet  soaps,  shaving  soaps,  creams,  and 
ixjwders,  and  shampoo  soaps  and  soap  powders  are  tax¬ 
able.  A  soap  used  chiefly  for  removing  grease  and 
stains  from  the  hands,  though  capable  of  incidental 
use  for  cleaning  kitchen  utensils,  is  taxable  as  a  toilet 
soap.  Soaps  which  are  made,  advertised,  held  out,  and 
sold  primarily  for  general  cleaning  or  laundry  pur]X)ses, 
but  which  may  have  an  incidental  and  trivial  use  as  a 
toilet  soap,  are  not  taxable  unless  advertised  or  held 
out  as  suitable  for  toilet  purposes.  Shampoo  oils  and 
liquids  not  containing  saponaceous  matter  are  taxable 
as  toilet  preparations. 

Art.  23.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  (a)  5  per  cent  in  the  case  of 
tooth  and  mouth  washes,  dentrifices,  tooth  pastes,  and 
toilet  soaps,  and  (b)  10  per  cent  in  the  case  of  all  other 
toilet  preparations  enumerated  in  section  603.  The  tax 
is  based  on  the  sale  price,  as  outlined  in  articles  8  to 
15,  inclusive. 

FURS 

Art.  24.  Scope  of  tax. — The  tax  is  imposed  ujxtn  the 
sale  by  the  manufacturer  of  (1)  articles  made  of  fur 
on  the  hide  or  pelt  and  (2)  articles  of  which  fur  on  the 
hide  or  pelt  is  the  component  material  of  chief  value. 

The  tax  is  not  confined  to  the  sale  of  articles  of  fur 
used  as  wearing  apparel  but  also  attaches  to  articles  sus¬ 
ceptible  of  other  uses,  such  as  rugs,  robes,  etc.  Raw 
furs  are  not  subject  to  the  tax. 

The  tax  attaches  to  an  article  where  the  component 
material  of  chief  value  is  fur  on  the  hide  or  pelt.  Ac¬ 
cordingly,  in  order  to  ascertain  if  the  tax  applies  in  the 
case  of  any  article,  it  must  be  determined  whether  the 
value  of  the  fur  on  the  hide  or  pelt  is  exceeded  in  value 
by  any  other  single  component  material  exclusive  of 
labor  charges  for  manufacturing  or  producing  the  arti¬ 
cle.  For  the  purposes  of  this  tax,  the  value  of  a  com¬ 
ponent  material  is  its  cost  to  the  manufacturer.  If  a 
fur-trimmed  coat  is  composed  of  materials,  the  cost  of 
which  to  the  manufacturer  is,  cloth  $10;  lining  $5; 
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findings  (including  buttons,  braid,  thread,  etc.)  $3;  and 
fur  trimming  $15;  then  the  cost  of  the  fur  trimming 
exceeds  in  value  any  other  single  material  and  is  there¬ 
fore  the  component  material  of  chief  value  used  in  the 
coat,  thus  bringing  the  sale  price  of  the  entire  garment 
within  the  scope  of  the  Act.  In  such  case  the  tax  would 
be  due  on  the  price  for  which  the  coat  is  sold  by  the 
manufacturer.  The  sale  of  fur  collars,  fur  cuffs,  and 
fur  trimmings  is  subject  to  the  tax. 

Art.  25.  Repairs. — Ordinary  repairs  to  an  article 
made  wholly  or  in  part  of  fur  on  the  hide  or  pelt  are 
not  taxable,  but  where  new  fur  is  supplied  the  tax  at¬ 
taches  to  the  sale  of  such  new  fur.  The  price  paid  for 
the  repair  job  will  be  presumed  to  be  the  price  for 
which  such  fur  is  sold  unless  the  labor  and  new  fur  are 
billed  as  separate  items.  Where  the  price  attributable  to 
the  new  fur  is  properly  invoiced  as  a  separate  item, 
the  tax  will  attach  to  the  sale  price  of  the  new  fur  only. 

Art.  26.  Sales  for  further  manufacture. —  Articles 
made  of  fur  on  the  hide  or  pelt  may  not  be  sold  tax 
free  under  certificate  for  further  manufacture.  Pro¬ 
visions  under  which  a  manufacturer  may  take  credit  for 
tax  paid  by  a  prior  manufacturer,  etc.,  are  set  forth 
in  article  71. 

Art.  27.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  10  per  cent  of  the  sale 
price,  as  outlined  in  articles  8  to  15,  inclusive. 

JEWELRY,  ETC. 

Art.  28.  Scope  of  tax. — Under  section  605  there  is 
imposed  a  tax  on  sales  by  the  manufacture  of  certain 
articles  classified  as  follows: 

(1)  All  articles  commonly  or  commercially  known 
as  jewelry,  whether  real  or  imitation ; 

(2)  Pearls,  precious  and  semiprecious  stones  and 
imitations  thereof ; 

(3)  All  other  articles  made  of,  ornamented, 
mounted,  or  fitted  with  precious  metails  or  im¬ 
itations  thereof,  or  ivory';  and 

(4)  .Articles  specifically  mentioned  in  the  .Act,  such 
as  watches,  clocks,  parts  for  watches  or  clocks 
sold  for  more  than  9  cents  each ;  opera  glasses ; 
lorgnettes ;  marine  glasses ;  field  glasses ;  and 
binoculars. 

The  tax  does  not  apply  to  any  of  the  foregoing  sold 
for  less  than  $3,  except  parts  for  watches  or  clocks. 

Art.  29.  Jewelry. — Jewelry  in  general  includes  arti¬ 
cles  designed  to  be  worn  on  the  person  or  apparel  for 
the  purpose  of  adornment  and  which  in  accordance  with 
custom  or  ordinary  usage  are  worn  so  as  to  be  displayed, 
such  as  rings,  chains,  brooches,  braclets,  cuff  buttons, 
necklaces,  earrings,  beads,  etc.  The  tax  attaches  to  such 
articles  regardless  of  the  substance  of  which  made  and 
without  reference  to  their  utilitarian  value  or  purpose. 
The  term  “jewelry”  ordinarily  does  not  include  articles 
designed  to  be  carried  in  the  hand  or  hung  over  the  arm, 
such  as  canes,  bags  and  purses.  Likewise,  many  things 
designed  to  be  carried  in  the  hand  or  worn  concealed 
about  the  person,  such  as  vanity  cases,  mesh  bags,  cig¬ 
arette  cases,  eyeglass  cases,  and  pencils,  do  not  fall 
within  the  category  of  jewelry,  as  defined  above.  How¬ 
ever,  such  articles  are  ta.xable  under  section  605  when 


made  of,  or  ornamented,  mounted,  or  fitted  with,  prec¬ 
ious  metals  or  imitations  thereof  or  ivory.  It  is  imma¬ 
terial  under  the  Act  whether  the  jewelry  is  real  or 
imitation. 

Art.  30.  Pearls,  precious  and  semiprecious  stones, 
and  imitations  thereof. — The  tax  attaches  to  the 
sale  by  the  manufacturer  of  all  pearls  and  precious  or 
semi-precious  stones,  whether  real  or  imitation,  cut  or 
uncut,  whether  drilled,  mounted,  or  matched,  and 
whether  temporarily  or  permanently  strung  and  whether 
with  or  without  clasps.  Beads  are  subject  to  the  tax 
as  jewelry  if  the  beads  are  strung  ready  for  use.  The 
sale  of  loose  beads  is  not  subject  to  the  ta.x  unless  such 
beads  are  pearls,  precious  or  semiprecious  stones,  or 
imitations  thereof,  but  a  person  who  strings  loose  beads 
into  a  necklace,  for  example,  is  liable  as  the  producer  of 
the  necklace. 

Art.  31.  Articles  other  than  jewelry,  made  of,  or 
ornamented,  mounted,  or  fitted  with,  precious  metals 
or  imitations  thereof,  or  ivory. — The  term  “precious 
metals”  includes  platinum,  gold,  or  silver,  and  other 
metals  of  similar  or  greater  value.  The  term  “imitations 
thereof”  includes  platings  (except  in  the  case  of  silver- 
plated  ware)  and  alloys  of  such  metals.  In  order  that 
an  article  may'  be  subject  to  the  tax  by  reason  of  its 
ornamentation  with  precious  metal,  etc.,  such  orna¬ 
mentation  must  be  substantial ;  for  example,  glassware, 
china,  pottery,  and  like  articles  would  be  subject  to  the 
tax  if  gold  or  silver  is  used  in  their  ornamentation  as  a 
filigree,  but  the  mere  gilding  of  such  articles  or  their 
decoration  by'  means  of  gold  leaf  or  silver  leaf  would 
not  bring  them  within  the  taxable  class.  Picture  frames 
and  books  are  not  subject  to  the  tax  merely  by  reason 
of  adornment  with  gilt  or  gold  leaf  or  silver  leaf. 

Examples  of  articles  which  become  subject  to  the  tax 
when  ornamented,  mounted,  or  fitted  with  precious 
metals  or  imitations  thereof  are  umbrellas,  purses,  walk- 
sticks,  fountain  pens,  cigarette  lighters,  and  shoe 
buckles. 

Art.  32.  Watches  and  clocks. — The  sale  bv  the 
manufacturer  of  a  watch  or  clock  is  taxable  regardless 
of  the  substance  of  which  made.  Parts  for  w'atches  or 
clocks  (including  cases,  movements,  mechanisms,  etc.) 
sold  for  more  than  9  cents  each  are  subject  to  the  tax. 

Art.  33.  Opera  glasses,  lorgnettes,  marine  glasses, 
field  glasses,  and  binoculars. — These  articles  are  spe¬ 
cifically  subject  to  the  tax.  However,  the  enumeration 
is  deemed  to  include  only  portable  instruments.  Ac¬ 
cordingly,  marine  glasses,  field  glasses,  and  similar  opti¬ 
cal  instruments  w'hich  by  reason  of  their  size  or  weight 
are  ordinarily  mounted  upon  tripods  or  other  bases,  are 
not  subject  to  the  tax. 

Art.  34.  Exemptions. — By  a  specific  provision  of 
the  Act  the  tax  does  not  attach  to  the  sale  of  surgical 
instruments,  silver-plated  ware,  or  frames  or  mount¬ 
ings  for  spectacles  or  eyeglasses,  or  to  articles  used  for 
religious  purposes  even  though  made  of,  or  ornamented, 
mounted  or  fitted  with,  precious  metals  or  imitations 
thereof  or  ivory',  or  to  articles  selling  for  less  than  $3. 
This  price  exemption  has  relation  to  all  articles  specified 
in  section  605.  excepting  parts  for  watches  or  clocks, 
which  are  taxable  if  sold  for  more  than  9  cents  each. 

The  phrase  “articles  used  for  religious  purptises” 
means  articles  of  a  description  ordinarily  taxable  under 
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the  Act  but  which  are  commonly  used  in  religious  de¬ 
votion.  However,  an  article  commonly  used  for  non- 
religifms  purposes  may  be  sold  tax  free  if  purchased 
from  the  manufacturer  for  use  exclusively  for  religious 
pur]>oses. 

Art.  35.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  10  per  cent  of  the  sale  price 
as  outlined  in  articles  8  to  15,  inclusive,  if  such  price  is 
$3  or  more  (or  more  than  9  cents  each  in  the  case  of 
parts  for  watches  or  clocks). 

RADIO  RECEIVING  SETS,  ETC.,  AND 
PHONOGRAPHS  RECORDS 

Art.  44.  Scope  of  tax. — The  tax  imposed  under  sec¬ 
tion  607  attaches  to  the  sale  by  the  manufacturer  of  ( 1 ) 
articles  specified  in  such  section  suitable  for  use  in  con¬ 
nection  with  or  as  part  of  a  radio  receiving  set  or  a 
combination  radio  and  phonograph  set  (regardless  of 
actual  use),  including  parts  and  accessories  for  any  of 
such  articles  when  sold  on  or  in  connection  therewith, 
or  with  the  sale  thereof,  and  (2)  records  for  phono¬ 
graphs. 

In  case  two  or  more  articles  subject  to  tax  are  sold 
in  combination  the  tax  attaches  to  the  sale  of  each  arti¬ 
cle  as  a  separate  transaction.  However,  if  a  purchaser 
of  tax-jaid  articles  assembles  them  and  sells  the  assem¬ 
bly.  no  tax  is  due  on  the  sale  unless  some  other  taxable 
article  is  added. 

Where  a  person  assembles  taxable  articles  manufac¬ 
tured  by  him  with  articles  purchased  tax  paid  from 
other  manufacturers,  the  sale  of  the  assembly  is  subject 
to  the  tax  only  with  respect  to  the  articles  manufac¬ 
tured  by  the  assembler.  However,  in  order  to  avoid 
payment  of  the  tax  on  the  entire  assembly,  tax-paid 
articles  purchased  by  the  assembler  from  other  manu¬ 
facturers  should  be  separately  billed. 

Automatic  devices  for  playing  or  repeating  records, 
phonograph  pick-ups.  home- recording  apparatus,  and 
similar  devices  are  subject  to  the  tax  if  sold  on  or  in 
connection  with  or  with  the  sale  of  radio  receiving 
sets  or  combination  radio  and  phonograph  sets. 

Art.  45.  Radio  apparatus. — The  term  “chassis”  in¬ 
cludes  all  types  of  radio  receiving  apparatus. 

The  term  “cabinets”  includes  all  containers  suitable 
for  housing  radio  receiving  sets  or  combination  radio 
and  phonograph  sets,  such  as  tables,  bookcases,  desks, 
and  other  articles  designed  and  manufactured  for  the 
accommcKlation  of  a  radio  receiving  set  or  a  combina¬ 
tion  radio  and  phonograph  set. 

The  term  “tubes”  includes  all  types  of  vacuum  tubes 
suitable  for  use  in  connection  with  or  as  a  part  of  a 
radio  receiving  set  or  combination  radio  and  phonograph 
set. 

The  term  “reproducing  units”  includes  all  apparatus 
for  the  amplification  or  reproduction  of  sound  which 
are  suitable  for  use  in  connection  with  or  as  part  of  a 
radio  receiving  set  or  a  combination  radio  and  phono¬ 
graph  set. 

The  term  “power  packs”  includes  all  devices  which 
are  suitable  for  use  on  or  in  connection  with  or  as  a  part 
of  a  radio  receiving  set  or  a  combination  radio  and 
phonograph  set.  which  convert  ordinary  commercial 
or  domestic  voltages  into  electric  current  suitable  for 
operating  such  sets. 


The  term  “phonograph  mechanisms”  includes  devices 
which  are  suitable  for  use  in  combination  radio  and 
phonograph  sets  for  the  purpose  of  playing  records. 

Art.  46.  Phonograph  records. — ^.\11  phonograph  rec¬ 
ords  are  subject  to  tax  regardless  of  the  substance  of 
which  made  or  the  manner  in  which  used. 

Art.  47.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  5  per  cent  of  the  sale  price 
as  outlined  in  articles  8  to  15,  inclusive. 

MECHANICAL  REFRIGERATORS  AND 
REFRIGERATOR  COMPONENTS 

Art.  48.  Scope  of  tax. — The  tax  is  imposed  on  the 
sale  by  the  manufacturer  of  (a)  household  type  refrig¬ 
erators  and  (b)  refrigerator  components  suitable  for 
use  as  a  part  of  or  with  household  type  refrigerators. 

Art.  49.  Refrigerators. — The  term  “household  type 
refrigerators”  includes  those  for  single  or  multiple 
cabinet  installations  which  are  operated  with  electricty, 
gas,  kerosene,  or  other  means,  but  does  not  include  re¬ 
frigerator  cabinets  cooled  entirely  by  ice.  Refrigerators 
for  commercial  use  of  a  large  volume  or  capaciu-,  and 
of  a  type  not  used  in  the  household,  are  not  within  the 
scope  of  section  608. 

Parts  and  accessories  for  household  t)-pe  refrigera¬ 
tors  are  subject  to  the  tax  when  sold  on  or  in  connection 
therewith  or  with  the  sale  thereof. 

Art.  50.  Refrigerator  components. —  The  term 
“refrigerator  components”  includes  cabinets,  com¬ 
pressors,  condensers,  expansion  units,  absorbers,  and 
controls  for,  or  suitable  for  use  as  a  part  of  or  with 
household  type  refrigerators,  including  in  each  case 
parts  or  accessories  for  refrigerator  components  sold  on 
or  in  connection  therewith  or  with  the  sale  thereof. 

Art.  51.  Application  of  tax. — Where  a  household 
type  refrigerator  is  sold,  the  tax  is  based  upon  the  sale 
price  of  the  assembly,  which  includes  all  refrigerator 
components,  and  all  parts  and  accessories  therefor,  sold 
on  or  in  connection  with,  or  with  the  sale  of.  the  re¬ 
frigerator. 

A  manufacturer  of  refigerator  components  may  sell 
such  aticles  tax  free  to  a  manufacturer  of  household 
type  or  other  refrigerators  or  of  refrigerating  or  cooling 
apparatus.  If.  however,  a  manufacturer  of  household 
t>'pe  refrigerators  buys  refrigerator  components  upon 
which  a  tax  has  been  paid  he  may  take  credit  against 
the  tax  due  on  his  sale  of  completed  household  refrig¬ 
erators  to  the  extent  of  any  tax  paid  on  refrigerator 
components  forming  a  part  of  such  assembly.  (See 
art.  71). 

General  provisions  with  respect  to  the  sale  of  articles 
tax  free  for  further  manufacture  or  for  assembling 
into  taxable  articles  and  use  or  resale  thereof,  are  set 
forth  in  articles  7  and  16. 

Art.  52.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  5  per  cent  of  the  sale 
price,  as  outlined  in  articles  8  to  15.  inclusive. 

SPORTING  GOODS 

Art.  53.  Scope  of  tax. — The  tax  attaches  to  sales  by 
the  manufacturer  of  the  articles  enumerated  in  section 
609  as  well  as  to  all  similar  articles  commonly  or  com- 
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mercially  known  as  sporting  goods,  games,  and  parts  of 
games  (except  playing  cards  and  children’s  toys  and 
games). 

The  term  “sporting  goods”  includes  all  articles  of 
the  same  general  character  as  those  specifically  named, 
the  purpose  of  which  is  primarily  for  use  either  in¬ 
doors  or  outdoors  in  connection  with  a  game  or  sport. 

The  term  “game”  includes  games  of  skill  or  chance 
and  every  contrivance,  device,  or  combination  of  ar¬ 
ticles  which  is  designed  to  furnish  sport,  recreation,  or 
amusement.  Games  of  the  type  ordinarily  played  or 
used  by  adults,  as  distinguished  from  games  designed 
for  the  use  of  children,  are  subject  to  the  tax. 

Art.  54.  Sporting  goods. — The  following  list,  while 
not  exhaustive,  is  illustrative  of  the  type  of  articles 
subject  to  tax  as  sporting  goods:  All  paraphernalia, 
equipment,  and  uniforms  specially  designed  for  or  com¬ 
monly  used  in  athletic  contests,  archery,  baseball,  foot¬ 
ball,  basketball,  cricket,  curling,  and  similar  games  or 
contests,  canoeing,  bowling,  noncommercial  fishing 
(whether  or  not  designed  for,  or  commonly  used  in, 
commercial  fishing),  fencing,  tennis,  golf,  boxing,  etc. 

Art.  55.  Games. —  Among  the  articles  subject  to  tax 
as  games  are  dice,  chess  and  checker  sets,  ping-pong 
sets,  roulette  wheels,  backgammon  sets,  etc. 

Parts  of  games  are  subject  to  the  tax  in  the  same 
manner  as  games. 

Art.  56.  Articles  not  subject  to  tax. — Gymnasium 
and  playground  equipment,  including  rowing  machines, 
trapeze  rings,  punching  bags,  dumb-bells,  Indian  clubs, 
parallel  bars  and  similar  articles,  are  not  subject  to  tax 
as  sporting  goods  or  games. 

There  are  other  articles  used  in  sports  or  games 
which  by  reason  of  their  general  use  for  other  pur¬ 
poses  are  not  subject  to  the  tax  unless  sold  as  a  part  of 
a  uniform.  Among  such  articles  are  bathing  suits, 
sweaters,  trunks,  athletic  underwear,  plain  rubber-soled 
shoes,  hose,  belts,  and  similar  articles. 

The  Act  specifically  provides  that  the  tax  shall  not 
attach  in  the  case  of  children’s  toys  and  children’s 
games. 

Ordinary  playing  cards  subject  to  the  stamp  tax  im¬ 
posed  by  Title  VIII  of  the  Revenue  Act  of  1926  are 
not  subject  to  tax  as  games,  but  the  tax  will  attach  in 
the  case  of  other  card  games. 

Art.  57.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  10  per  cent  of  the  sale  price 
as  outlined  in  articles  8  to  15,  inclusive. 

CAMERAS 

Art.  61.  Scope  of  tax. — Section  611  imposes  a  tax 
on  sales  by  the  manufacturer  of  (c)  cameras  (except 
aerial  cameras)  weighing  not  more  than  100  pounds 
and  (fr)  lenses  for  such  cameras. 

The  term  “camera”  includes  the  entire  assembly  used 
for  taking  pictures  but  does  not  include  such  accessories 
as  stands,  tripods,  or  similar  articles.  Accordingly, 
such  accessories  as  stands  and  tripods  are  to  be  ex¬ 
cluded  in  determining  the  sale  price  upon  which  the  tax 
is  based. 

In  determining  the  weight  of  a  camera,  such  acces¬ 
sories  as  stands  and  tripods  are  to  be  excluded.  Parts 


of  cameras,  other  than  lenses,  are  not  taxable  unless 
sold  in  combination  with  a  camera. 

Process  and  motion-picture  cameras  weighing  not 
more  than  100  pounds  are  subject  to  the  tax.  Toy 
cameras  are  likewise  subject  to  the  tax  if  capable  of 
taking  a  picture. 

The  term  “lenses”  includes  the  glass  and  also  the 
frame  or  cell  in  which  mounted.  Where  a  lens  is  sold 
in  combination  with  a  barrel,  shutter,  diffusing  device, 
etc.,  and  the  amount  charged  for  the  lens  is  not  segre¬ 
gated  from  the  amount  charged  for  the  other  items,  the 
tax  will  attach  to  the  total  amount  charged  for  the 
assembly. 

Art.  62.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  10  per  cent  of  the  sale  price 
as  outlined  in  articles  8  to  15,  inclusive. 

CHEWING  GUM 

Art.  65.  Scope  of  tax. — The  term  “chewing  gum” 
includes  any  preparation  of  chicle,  gum,  resin,  or  other 
plastic  insoluble  substance,  such  as  is  usually  sweetened, 
flavored,  and  intended  for  use  as  a  masticatory.  Prepa¬ 
rations  of  this  character  covered  or  combined  with  other 
substances,  such  as  candy,  are  taxable  as  chewing  gum. 
The  fact  that  a  chewing  gum  may  be  advertised  or  held 
out  as  having  medicinal  or  remedial  properties  will  not 
relieve  it  from  the  tax. 

The  term  “substitute  therefor”  as  used  in  the  Act  in¬ 
cludes  all  substances  which  serve  the  same  general  pur¬ 
pose  as  chewing  gum  and  are  not  consumed  in  mastica¬ 
tion. 

Art.  66.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  2  per  cent  of  the  sale  price 
as  outlined  in  articles  8  to  15,  inclusive. 

CANDY 

Art.  63.  Scope  of  tax. — The  tax  is  imposed  on  sales 
by  the  manufacturer  of  the  commodity  commonly  or 
commercially  known  as  candy,  including  various  com¬ 
pounds  of  sugar  or  molasses  or  of  such  articles  and 
other  substances  when  manufactured  and  sold  as  candy. 

The  following  articles  are  among  those  subject  to  tax 
as  candy :  Chocolate  creams,  bon  bons,  gumdrops,  jelly 
drops,  jelly  beans,  imperials,  caramels,  stick  candy,  loz¬ 
enges,  taffies,  candy  kisses,  candy  wafers,  fudges,  Ital¬ 
ian  creams,  nougats,  peanut  brittle,  sugared  almonds, 
chocolate-covered  fruits  and  nuts,  glace  or  candied 
fruits  and  nuts,  pop  corn  and  other  cereals  or  cereal 
products  when  mixed  with  or  covered  with  molasses, 
sugar,  or  other  sweetening  agent;  hard  candies;  plain 
and  chocolate-covered  marshmallows ;  candy  cough 
drops,  with  no  or  only  slight  medicinal  value;  sweet¬ 
ened  licorice;  sweet  chocolate  and  sweet-milk  choco¬ 
late,  whether  plain  or  mixed  with  fruits  or  nuts ;  maple 
sugar  mixed  with  fruits,  nuts,  etc. ;  and  all  similar  ar¬ 
ticles  however  designated. 

The  term  “candy”  as  used  in  the  Act  does  not  in¬ 
clude  confectionery  such  as  cake  and  pastry,  bitter  choc¬ 
olate  which  needs  the  addition  of  sugar  before  it  be¬ 
comes  pleasing  to  the  taste,  powdered  chocolate,  or 
marshmallow  paste. 

Sweet  chocolate  or  other  candy  may  be  sold  tax  free 
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for  use  as  material  in  the  manufacture  or  production  of 
taxable  articles,  provided  such  sales  are  supported  by 
exemption  certificates  as  prescribed  in  article  7. 

Art.  64.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  2  per  cent  of  the  sale  price 
as  outlined  in  articles  8  to  15,  inclusive. 

MISCELLANEOUS  PROVISIONS 

APPLICABILITY  OF  ADMINISTRATIVE 
PROVISIONS 

Section  627  of  the  Revenue  Act  of  1932 

All  provisions  of  law  (including  penalties)  applicable 
in  respect  of  the  taxes  imposed  by  section  600  of  the 
Revenue  Act  of  1926,  shall,  in  so  far  as  applicable  and 
not  inconsistent  with  this  Act,  be  applicable  in  respect 
of  the  taxes  imposed  by  this  title. 

[Note. — The  applicable  provisions  of  law  will  be  consid¬ 
ered  hereinafter  under  appropriate  subjects.] 

Art.  67.  Returns. —  Every  person  required  to  file  a 
return  and  pay  tax,  and  every  person  upon  whom  there 
is  a  duty  to  collect  tax  under  section  625  (b),  must 
make  a  return,  in  duplicate,  on  Form  728  for  each  cal¬ 
endar  month  in  accordance  with  the  instructions  printed 
on  the  back  of  that  form.  These  returns  must  be  under 
oath  and  verified  before  an  officer  duly  authorized  to 
administer  oaths.  If  the  amount  of  the  tax  is  $10  or 
less,  the  return  may  be  signed  or  acknowledged  before 
two  witnesses  instead  of  under  oath.  Such  return,  ac¬ 
companied  with  the  tax,  must  be  filed  with  the  collector 
of  the  district  in  which  is  located  the  principal  place  of 
business  of  the  taxpayer  (or  if  he  has  no  principal 
place  of  business  in  the  United  States,  with  the  col¬ 
lector  at  Baltimore,  Maryland),  on  or  before  the  last 
day  of  the  month  following  that  for  which  it  is  made, 
except  where  otherwise  prescribed  under  article  70  cov¬ 
ering  jeopardy  assessments. 

W  hen  the  last  day  of  the  month  in  which  the  return 
is  due  falls  on  Sunday  or  a  legal  holiday  the  return  may 
be  filed  with  the  collector  of  internal  revenue,  or  his 
authorized  representative,  on  the  next  secular  or  busi¬ 
ness  day.  A  return  must  be  forwarded  to  the  collector 
for  each  month  whether  or  not  any  liability  has  been 
incurred  for  that  month.  If  a  manufacturer  ceases 
business  the  last  return  should  be  marked  “Final  Re¬ 
turn.” 

In  the  event  a  vendee,  liable  for  tax  under  section 
625,  refuses  to  pay  to  the  vendor  the  tax  due,  the  vendor 
should  report  to  the  collector  the  name  and  address  of 
such  person,  the  nature  of  the  transaction,  the  amount 
involved  in  the  contract,  and  the  date  of  the  payment. 
Upon  receipt  of  such  information  the  collector  wdll  re¬ 
port  the  item  to  the  Bureau  for  direct  assessment  against 
such  person.  (See  art.  73  for  penalties  for  refusal  to 
pay  tax. ) 

Art.  68.  Payment  of  taxes. — As  provided  in  section 
626  (b)  all  taxes  are  due  and  payable  to  the  collector 
of  internal  revenue,  without  any  assessment  by  the 
Commissioner  or  notice  from  the  collector,  at  the  time 
fixed  for  filing  the  return.  If  the  tax  is  not  paid  when 
due  there  shall  be  added  as  part  of  the  tax  interest  at 
the  rate  of  1  per  cent  a  month  from  the  time  when  the 
tax  became  due  until  paid.  (See  art.  73.) 


Art.  69.  Records. —  Every  person  required  by  the 
Act  to  file  a  return  and  pay  tax  on  the  sale  or  use  of  an 
article,  shall  keep  on  file  at  his  principal  place  of  busi¬ 
ness,  or  some  other  convenient  or  safe  location,  ac¬ 
curate  records  and  accounts  of  all  transactions.  Manu¬ 
facturers  of  taxable  articles  who  are  permitted  under 
section  620  to  dispose  of  their  products  to  other  manu¬ 
facturers  free  of  tax  must  maintain  accurate  records  of 
all  such  transactions,  including  certificates  from  pur¬ 
chasers  certifying  to  the  fact  that  the  products  are  pur¬ 
chased  for  further  manufacture  of  taxable  articles, 
with  supporting  invoices,  etc.  Evidence  with  respect 
to  sales  for  export,  or  shipment  to  a  possession  of  the 
United  States,  and  sales  to  States  or  political  subdi¬ 
visions  thereof,  upon  which  no  tax  is  due,  must  also  be 
maintained.  (See  arts.  17,  18,  74,  75,  and  76.) 

The  records  shall  contain  sufficient  information  to 
enable  the  Commissioner  to  determine  whether  the  cor¬ 
rect  amount  of  tax  has  been  paid.  Such  records  shall 
at  all  times  be  open  for  inspection  by  internal-revenue 
officers,  and  shall  be  maintained  for  a  period  of  at  least  • 
four  years  from  the  date  the  tax  became  due  or,  in  the 
case  of  tax-free  sales,  for  a  period  of  at  least  four 
years  from  the  last  day  of  the  month  following  the 
month  in  which  the  sale  was  made. 

Art.  71.  Credits  and  refunds. — A  credit  against  tax 
under  Title  IV  or  a  refund  may  be  allowed  or  made  to 
a  manufacturer  in  the  amount  of  any  tax  under  Title 
IV  which  has  been  paid  by  any  person  with  respect  to 
the  sale  of  any  article  (other  than  a  tire  or  inner  tube) 
purchased  and  used  by  such  manufacturer  as  material 
in  the  manufacture  or  production  of,  or  as  a  compo¬ 
nent  part  of,  an  article  with  respect  to  which  tax  under 
Title  IV  has  been  paid,  or  which  has  been  sold  free  of 
tax  by  virtue  of  section  620,  relating  to  sales  for  fur¬ 
ther  manufacture.  (See  art.  7.)  The  claim  for  credit 
or  refund  must  be  supported  by  evidence  showing  (1) 
the  person  who  paid  to  the  United  States  the  tax  for 
which  credit  or  refund  is  claimed,  (2)  the  date  of  pay¬ 
ment,  (3)  the  amount  of  such  tax,  and  (4)  the  fact 
that  the  article  was  so  used. 

In  the  case  of  a  readjustment  of  price  by  reason  of 
the  return  or  repossession  of  an  article  or  a  covering 
or  container,  or  by  a  bona  fide  discount,  rebate,  or  allow¬ 
ance,  the  manufacturer  who  paid  the  tax  based  upon 
the  original  price  may  file  a  claim  for  refund  or  take 
credit  against  the  tax  due  upon  any  subsequent  monthly 
return  in  the  amount  of  that  part  of  the  tax  propor¬ 
tionate  to  the  part  of  the  sale  price  which  is  refunded 
or  credited  to  the  purchaser.  In  no  case  shall  such  a 
refund  or  credit  be  allowed  to  the  taxpayer  in  connec¬ 
tion  with  an  article  or  a  covering  or  container  sold  prior 
to  June  21,  1932.  The  refund  or  credit  of  the  tax  shall 
be  allowed  only  if  a  sworn  statement  is  furnished  that 
the  readjustment  of  the  price  in  question  has  actually 
been  made.  (See  art,  13.)  ’ 

No  claim  for  refund  or  credit  shall  be  allowed  in  con¬ 
nection  with  a  discount,  rebate,  or  allowance  unless  the 
taxpayer  submits  a  sworn  statement  showing  that  such 
discount,  rebate,  or  allowance  was  actually  granted. 
(See  art.  13.) 

If  any  person  overpays  the  tax  due  with  one  monthly 
return,  he  may  either  file  a  claim  for  refund  on  Form 
843  or  take  credit  for  the  overpayment  against  the  tax 
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due  with  any  subsequent  monthly  return.  In  all  cases 
(except  those  referred  to  in  section  621  (a),  discussed 
under  the  preceding  paragraphs  of  this  article)  where 
a  person  overpays  tax,  no  credit  or  refund  shall  be 
allowed,  whether  in  pursuance  of  a  court  decision  or 
otherwise,  unless  the  taxpayer  files  a  sworn  statement 
explaining  satisfactorily  the  reason  for  claiming  the 
credit  or  refund  and  establishing  (1)  that  he  has  not 
included  the  tax  in  the  price  of  the  article  with  respect 
to  which  it  was  imp>osed,  or  collected  the  amount  of  tax 
from  the  vendee,  or  (2)  that  he  has  either  repaid  the 
amount  of  the  tax  to  the  ultimate  purchaser  of  the 
article  or  has  secured  the  written  consent  of  such  ulti¬ 
mate  purchaseer  to  the  allowance  of  the  credit  or  re¬ 
fund.  In  the  latter  case  the  written  consent  of  the 
ultimate  purchaser  must  accompany  the  sworn  state¬ 
ment  filed  with  the  credit  or  refund  claim.  The  state¬ 
ment  supporting  the  credit  or  refund  claim  must  also 
show  whether  any  previous  claim  for  credit  or  refund 
covering  the  amount  involved,  or  any  part  thereof, 

•  has  been  filed  with  the  collector  or  Commissioner. 

A  complete  and  detailed  record  of  all  overpayments 
must  be  kept  by  the  taxpayer  for  a  period  of  at  least 
four  years  from  the  date  a  credit  is  taken  or  refund 
claimed. 

Art.  73.  Penalties  and  interest. — Every  person  on 
whom  there  rests  a  duty  to  file  a  monthly  return  on 
Form  728  who  fails  to  file  such  return,  and  to  pay  over 
the  tax  due  thereon,  during  the  month  which  follows 
that  for  which  such  return  should  be  made,  is  subject 
to  certain  penalties  and  interest.  A  mere  failure  to  file 
the  return  within  the  following  month  causes  to  accrue 
under  section  3176  of  the  Revised  Statutes,  as  amended, 
a  penalty  of  25  per  cent  of  the  amount  of  the  tax. 
Failure  to  pay  to  the  collector  during  the  month  which 
follows  that  for  which  such  return  should  be  made,  all 
taxes  due  under  that  return,  causes  to  accrue  under 
section  626  (b)  of  the  Revenue  Act  of  1932,  interest 
at  1  per  cent  a  month  from  the  time  when  the  tax  be¬ 
came  due  until  assessed,  or  until  paid  prior  to  assess¬ 
ment.  The  due  date  of  the  tax  for  the  purpose  of  com¬ 
puting  interest  is  the  last  day  of  the  month  within  which 
the  return  should  have  been  filed  and  the  tax  paid. 

W  here  assessment  is  made  of  tax,  26  per  cent  pen¬ 
alty,  or  interest,  and  payment  is  not  made  within  10 
days  after  the  date  of  issuance  of  Form  17  (First  No¬ 
tice  and  Demand),  based  on  assessment  approved  by 
the  Commissioner,  there  will  accrue  under  section  3184, 
Revised  Statutes,  a  5  per  cent  penalty  and  interest  at 
the  rate  of  1  per  cent  per  month  computed  upon  the 
entire  assessment  from  10  days  after  issuance  of  Form 
17  until  date  of  payment.  W^here  assessment  is  settled 
by  partial  payments,  interest  is  computed  from  the  ex¬ 
piration  of  the  first  10-day  notice  through  the  date  of 
first  payment,  and  from  the  next  succeeding  day  to  the 
date  of  the  next  payment,  until  the  assessment  is  paid 
in  full. 

It  a  claim  for  abatement  is  filed  with  the  collector 
within  10  days  after  the  date  of  the  issuance  of  the  first 
notice  and  demand,  the  5  per  cent  penalty  does  not  at¬ 
tach.  If  the  assessment  is  not  paid  within  10  days  after 
the  receipt  of  notice  of  rejection  of  the  claim,  the  5 
per  cent  penalty  applies.  The  filing  of  the  claim  does 
not  stay  the  collection  of  interest,  which  continues  to 


run  for  the  full  period  that  intervenes  between  the  date 
of  expiration  of  the.  first  notice  and  demand  and  the 
date  of  payment. 

If  a  false  or  fraudulent  return  be  willfully  made,  the 
penalty  under  section  3176  of  the  Revised  Statutes  is 
50  per  cent  of  the  total  tax  due  for  the  entire  period, 
involved,  including  any  tax  prezioiisly  paid. 

Under  section  1114  of  the  Revenue  Act  of  1926  any 
person  who  willfully  fails  to  pay  or  collect  any  tax  due, 
file  return,  or  keep  records,  or  who  attempts  in  any 
manner  to  evade  or  defeat  the  tax,  is  subject  to  a  fine 
of  $10,000  or  imprisonment,  or  both,  with  costs  of 
prosecution,  and  is  also  liable  to  a  penalty  equal  to  the 
amount  of  the  tax  not  collected  or  paid.  These  pen¬ 
alties  apply  to  an  officer  or  employee  who,  as  such  of¬ 
ficer  or  employee,  is  under  a  duty  to  perform  the  act 
in  respect  of  which  the  violation  occurs,  as  well  as  to  a 
person  who  fails  or  refuses  to  perform  any  of  the  du¬ 
ties  imposed  by  the  Act,  i.  e.,  pay  the  tax,  make  return, 
keep  records,  supply  information,  etc. 

MISREPRESENTATION  OF  TAX 
Section  1123  of  the  Revenue  Act  of  1926 

Whoever  in  connection  with  the  sale  or  lease,  or 
offer  for  sale  or  lease,  of  any  article,  or  for  the  pur¬ 
pose  of  making  such  sale  or  lease,  makes  any  state¬ 
ment,  written  or  oral,  (1)  intended  or  calculated  to 
lead  any  person  to  believe  that  any  part  of  the  price 
at  which  such  article  is  sold  or  leased,  or.  offered  for 
sale  or  lease,  consists  of  a  tax  imposed  under  the 
authority  of  the  United  States,  or  (2)  ascribing  a 
particular  part  of  such  price  to  a  tax  imposed  under 
the  authority  of  the  United  States,  knowing  that  such 
statement  is  false  or  that  the  tax  is  not  so  great  as 
the  portion  of  such  price  ascribed  to  such  tax,  shall  be 
guilty  of  a  misdemeanor  and  upon  conviction  thereof 
shall  be  punished  by  a  fine  of  not  more  than  $1,000 
or  by  imprisonment  not  exceeding  one  year,  or  both. 

Art.  77.  Misrepresentation  of  tax. — If  a  manufac¬ 
turer  or  other  vendor  misrepresents  the  tax,  he  is  guilty 
of  a  misdemeanor  and  is  liable  to  a  fine  of  $1,(XX)  and 
to  imprisonment  for  a  year.  This  provision  is  designed, 
among  other  things,  to  prevent  a  vendor  adding  more 
than  the  amount  of  the  tax  to  the  price  of  an  article 
and  representing  that  the  increase  is  due  to  the  tax. 


GENERAL  PROVISIONS 

Article  I.  Scope  of  regulations. — These  regulations 
deal  w'ith  excise  taxes  imposed  under  Title  IV  of  the 
Revenue  Act  of  1932  on  sales  of 

(a)  Lubricating  oil ; 

(b)  Brewer’s  wort,  liquid  malt,  malt  sirup  and  malt 

extract ; 

(c)  Grape  concentrate  and  sirup  and  evaporated 

grape  juice; 

(d)  Matches; 

(e)  Soft  drinks  ;  and 

(f)  Gasoline. 

The  tax  on  the  sales  of  the  six  classes  of  articles  will 
be  considered  hereinafter  in  the  order  named.  The 
regulations  w’ith  respect  to  the  determination  of  tax 
liability  and  the  computation  of  the  tax  and  the  manner 
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of  its  application  are  set  forth  in  Chapters  I  to  VII.  in¬ 
clusive.  The  regulations  relating  to  the  collection  and 
return  of  tax  and  the  imposition  of  penalties  and  other 
matters  are  embodied  in  Chapter  VIII.  The  sections 
of  law  referred  to  in  these  regulations  are  sections  of 
the  Revenue  Act  of  1932,  unless  otherwise  stated. 

The  tax  on  the  importation  of  articles,  as  distin¬ 
guished  from  the  tax  on  sales  by  importers,  will  be  ad¬ 
ministered  by  the  Bureau  of  Customs  of  the  Treasury 
Department  under  regulations  promulgated  by  the  Sec¬ 
retary  of  the  Treasury. 

Art.  2.  Effective  period. — The  tax  imposed  under 
Title  IV  of  the  Revenue  Act  of  1932  is  on  articles  sold, 
leased,  or  used  by  the  manufacturer,  producer,  or  im¬ 
porter,  and  other  persons  specified  in  certain  sections 
of  the  .Act,  on  or  after  June  21,  1932,  and  before  July 
1,  1934  (or  before  July  1,  1933,  in  the  case  of  gaso¬ 
line),  irrespective  of  when  manufactured,  produced,  or 
imported. 

Art.  3.  Definitions  and  use  of  terms. — .As  used  in 
these  regulations,  unless  obviously  inapplicable,  the  term 
“manufacturer”  includes  “producer,”  “bottler,”  and 
“importer” ;  the  term  “sold”  includes  “leased” ;  the 
term  “sale”  includes  “lease” ;  the  term  “purchaser” 
includes  “lessee” ;  and  the  term  “vendor”  includes 
“lessor” ;  and  the  other  terms  used  in  these  regulations 
have  the  meaning  assigned  to  them  by  section  1111. 

Art.  4.  Liability  for  tax. — The  taxes  covered  by 
these  regulations  shall  be  paid  by  the  manufacturer, 
producer,  or  importer  on  all  sales,  whether  made  di¬ 
rectly  or  through  an  agent,  except  as  provided  in  ar¬ 
ticle  7. 

Art.  7.  Sale  for  further  manufacture. — Under  sec¬ 
tion  620  no  tax  will  be  imposed  on  any  article  covered 
by  these  regulations,  sold  for  use  in  the  manufacture 
or  production  of  other  articles  subject  to  tax  under 
Title  IV.  The  right  to  exemption  shall  be  established 
by  a  certificate  of  exemption  such  as  is  set  forth  on 
page  6. 

The  exemption  is  provided  in  the  case  of  an  article, 
otherwise  subject  to  tax,  which  is  sold  ( 1 )  for  use  as 
material  in  the  manufacture  or  production  of  a  taxable 
article,  or  (2)  for  use  as  a  component  part  of  a  taxable 
article  to  be  manufactured  or  produced  by  the  vendee. 
In  order  to  obtain  the  exemption  from  tax,  the  vendor 
must  obtain  from  the  purchaser,  and  retain  in  his  pos¬ 
session,  a  certificate  of  the  purchaser,  showing  conclu¬ 
sively  that  the  purchaser  is  a  manufacturer  of  taxable 
articles  and  that  the  article  so  purchased  is  to  be  used 
by  the  purchaser  for  one  of  the  two  purposes  sf)ecified. 

If  the  vendee  resells  an  article  sold  to  him  tax  free 
under  section  620  he  shall,  for  the  purposes  of  Title 
IV,  be  considered  the  manufacturer,  and  will  either  be 
required  to  pay  the  tax  imposed  thereon  or  will  have 
to  establish  by  exemption  certificate  on  file  that  his  sale 
is  tax  free  under  the  terms  of  section  620. 

Jobbers  or  dealers  who  are  not  manufacturers,  and 
users  who  are  not  manufacturing  taxable  articles,  are 
not  entitled  to  purchase  tax  free  under  exemption  cer¬ 
tificate. 

Following  is  a  form  of  the  certificate  of  exemption 
which  will  be  accepted  and  in  substance  must  be  strictly 
adhered  to: 


Exemption  Certificate 

The  undersigned  hereby  certifies  that  he  is  a  manu¬ 
facturer  or  producer  of  one  or  more  articles  taxable 
under  Title  IV  of  the  Revenue  Act  of  1932  and  that 
the  article  or  articles  specified  in  the  accompanying 
order  are  purchased  by  him  for  use  as  material  in 
the  manufacture  or  production  of,  or  for  use  as  com¬ 
ponent  parts  of,  an  article  or  articles  to  be  manu¬ 
factured  or  produced  by  him  which  will  be  taxable 
under  such  title  or  sold  by  him  under  a  similar  ex¬ 
emption  certificate. 

The  undersigned  understands  that  under  section 
620  of  the  Revenue  Act  of  1932  he  becomes  for  the 
purposes  of  that  Act  the  manufacturer  or  producer 
of  the  article  or  articles  so  purchased,  and  must  file 
returns  and  pay  tax  in  the  event  he  resells  them 
(except  under  a  similar  exemption  certificate)  or  uses 
them  otherwise  than  as  above  specified. 

If  it  is  impracticable  to  furnish  a  separate  certificate 
for  each  order,  a  certificate  covering  all  orders  between 
given  dates  (such  period  not  to  exceed  a  month)  will 
be  accepted. 

In  the  case  of  orders  placed  prior  to  June  21,  1932, 
for  articles  to  be  sold  after  that  date,  exemption  cer¬ 
tificates  may  be  obtained  at  any  time  prior  to  the  due 
date  of  the  return  of  the  vendor. 

If  in  any  case  such  a  certificate,  with  supporting  in¬ 
voices,  can  not  be  produced  on  demand  of  any  internal- 
revenue  officer,  tax  shall  be  payable  by  the  manufac¬ 
turer  upKjn  all  articles  sold  tax  free  by  him  as  to  which 
such  certificates  are  not  produced. 

Art.  8.  Tax  on  use  by  manufacturer,  producer,  or 
importer. — The  Act  provides  that  if  a  person  manufac¬ 
tures,  produces,  or  imports  an  article  covered  by  these 
regulations  and  uses  it  for  any  purpose  (other  than  as 
material  in  the  manufacture  or  production  of,  or  as  a 
component  part  of.  another  article  manufactured  or 
produced  by  him  which  will  be  taxable  under  Title  IV 
or  sold  free  of  tax  under  the  provisions  of  article  7  to 
another  manufacturer  of  taxable  articles),  he  shall  be 
liable  for  a  tax  with  respect  to  the  use  of  such  articles 
in  the  same  manner  as  if  it  were  sold  by  him. 

GRAPE  CONCENTRATE,  ETC. 

Art.  17.  Scope  of  tax. — The  tax  imposed  under  sec¬ 
tion  601(c)(3)  attaches  to  the  sale  by  the  manufac¬ 
turer  of  products  of  grapes  knowm  as  grape  concentrate, 
evaporated  grape  juice,  and  grape  sirup  (other  than 
finished  or  fountain  sirup),  if  such  products  contain 
more  than  35  per  cent  of  sugars  by  weight.  In  general 
it  may  be  said  that  the  tax  attaches  to  all  products  pre¬ 
pared  from  grape  juice  wholly  or  in  part  through  evap¬ 
oration,  condensing,  desiccating,  or  other  concentrating 
process  when  the  finished  products  contain  more  than 
35  per  cent  of  sugars  by  weight  and  regardless  of 
whether  this  sugar  content  is  attained  through  the  addi¬ 
tion  of  sugars. 

Art.  18.  Exempt  sales. — The  tax  shall  not  attach 
to  the  sale  of  (A)  any  products  which  contain  sufficient 
preservative  to  prevent  fermentation  when  diluted,  or 
(B)  any  products  sold  to  a  manufacturer  of  food  prod 
ucts  or  soft  drinks,  for  use  in  the  manufacture  or  pra 
duction  of  food  products  or  soft  drinks. 

In  order  to  secure  the  exemption  provided  in  the 
case  of  sales  of  grape  products  to  be  used  in  the  manu' 
facture  or  production  of  food  products  or  soft  drinks. 
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a  manufacturer  making  a  tax-free  sale  of  grape  prod-  Form  848  shall  Jbe  used  for  this  purpose,  and  may 
ucts  must  obtain  from  the  purchaser,  and  retain  in  his  be  obtained  from  the  collector. 

possession  a  certificate  from  the  purchaser  to  the  effect  Form  848  shall  be  filled  in  with  the  name  and  ad- 
that  such  purchaser  is  a  manufacturer  of  food  products  dress  of  the  applicant,  the  nature  and  location  of  busi- 
or  soft  drinks  and  will  use  the  grape  products  in  the  ness  engaged  in,  etc. 

manufacture  or  production  of  food  products  or  soft  Upon  receipt  of  Form  848  the  collector  will  execute 
drinks.  to  the  applicant  Form  848A,  certificate  of  reg¬ 


Proper  records  of  invoices,  orders,  and  certificates 
relative  to  exempt  sales  must  be  maintained  as  provided 
in  article  50.  If  upon  inspection  it  is  found  that  a 
manufacturer’s  records  do  not  contain  certificates  cov¬ 
ering  tax-free  sales  with  supporting  invoices,  tax  shall 
be  payable  by  him. 

Abt.  19.  Labeling  containers. — Each  separate  can, 
bottle,  or  other  container  in  which  any  of  the  products 
enumerated  in  section  601  (c)  (3)  are  sold  by  the  manu¬ 
facturer  must  have  plainly  shown  thereon  the  name  and 
address  of  the  manufacturer,  and  the  percentage  of 
sugars  by  weight  which  the  product  contains. 

Art.  20.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  20  cents  a  gallon. 

MATCHES 

Art.  21.  Scope  of  tax. — The  tax  is  imposed  upon 
the  sale  by  the  manufacturer  of  all  types  of  matches, 
including  parlor  matches,  safety  matches,  book  matches, 
vestas,  etc. 

Art.  22.  Rate  of  tax. — The  tax  is  jjayable  by  the 
manufacturer  at  the  rate  of — 

SOFT  DRINKS 

Section  615  (c)  of  the  Revenue  Act  of  1932 
(c)  Each  person  required  to  pay  any  tax  imposed 
by  subsection  (a)  shall  procure  and  keep  posted  a  cer¬ 
tificate  of  registry  in  accordance  with  regulations  to 
be  prescribed  by  the  Commissioner,  with  the  approval 
of  the  Secretary.  Any  person  who  fails  to  register 
or  keep  posted  any  certificate  of  registry  in  accord¬ 
ance  with  such  regulations  shall  be  subject  to  a  pen¬ 
alty  of  not  more  than  $1,000  for  each  such  offense. 

Art.  23.  Registration. —  Every  manufacturer  of  ce¬ 
real  beverages ;  of  unfermented  grape  juice ;  of  unfer¬ 
mented  fruit  juices  or  imitations  thereof ;  of  still 
drinks;  of  natural  or  artificial  mineral  waters  or  table 
waters,  or  imitations  thereof ;  of  finished  or  fountain 
sirups ;  of  carbonic  acid  gas  who  sells  such  gas  to  a 
manufacturer  of  carbonated  beverages,  or  to  a  person 
conducting  a  soda  fountain,  ice  cream  parlor,  or  other 
similar  place  of  business ;  of  carbonic  acid  gas  who  uses 
such  gas  in  the  production  of  carbonated  beverages ;  of 
carbonated  beverages  made  with  concentrates,  essences, 
or  extracts ;  of  carbonated  beverages  made  by  use  of 
finished  or  fountain  sirups  manufactured  by  such  man¬ 
ufacturer;  every  dealer  in  carbonic  acid  gas  who  sells 
such  gas  to  any  of  the  manufacturers  named  above; 
and  every  person  conducting  a  soda  fountain,  ice  cream 
parlor,  or  other  similar  place  of  business  who  manufac¬ 
tures  any  sirups  of  the  kind  mentioned  in  article  37, 
shall,  on  or  before  July  1,  1932,  or  within  10  days  after 
commencing  business,  and  thereafter  on  or  before  July 
1  of  each  year,  make  application  for  registry  to  the 
collector  in  whose  district  his  place  of  business  is  lo¬ 
cated. 


istry,  which  must  be  kept  posted  m  a  conspicuous  place 
in  the  registrant’s  place  of  business  at  all  times.  This 
certificate  is  not  transferable  from  one  person  to  an¬ 
other  or  from  one  place  of  business  to  another. 

The  Act  provides  a  penalty  of  $1,000  for  failure  to 
register  or  for  failure  to  keep  a  certificate  of  registry 
posted. 

Art.  24.  Scope  of  tax. — The  tax  attaches  to  the  sale 
by  the  manufacturer  of  all  beverages  derived  wholly  or 
in  part  from  wheat,  oats,  rye,  barley,  buckw'heat,  com, 
rice,  or  any  other  cereal  or  substitute  therefor,  and  con¬ 
taining  less  than  one-half  of  1  per  cent  of  alcohol  by 
volume.  A  manufacturer  of  cereal  beverages  may  pur¬ 
chase  tax-free  the  finished  or  fountain  sirups  and  the 
brewer’s  wort,  liquid  malt,  malt  sirup,  and  malt  extract 
used  in  the  production  of  such  cereal  beverages  pro¬ 
vided  he  furnishes  the  manufacturer  of  these  products 
a  certificate  to  the  effect  that  they  are  to  be  so  used. 
(See  arts.  7,  14,  and  39.) 

Art.  25.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  IJ^  cents  a  gallon. 

Art.  26.  Scope  of  tax. — ^The  tax  attaches  to  the  sale 
by  the  manufacturer  of  all  unfermented  grape  juice  if 
such  product  (1)  is  sold  in  a  natural  or  concentrated 
form  and  (2)  contains  35  per  cent  or  less  of  sugars  by 
weight. 

Art.  27.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  5  cents  per  gallon. 

UNFERMENTED  FRUIT  JUICES  AND 
IMITATIONS  THEREOF 

Section  615(a)  (3)  of  the  Revenue  Act  of  1932 
(a)  There  is  hereby  imposed — 

(S)  Upon  all  unfermented  fruit  juices  (except 
grape  juice),  in  natural  or  slightly  concentrated  form, 
or  such  fruit  juices  to  which  sugar  has  been  added 
(as  distinguished  from  finished  or  fountain  syrups), 
intended  for  consumption  as  beverages  with  the  addi¬ 
tion  of  water  or  water  and  sugar,  and  upon  all  imita¬ 
tions  of  any  such  fruit  juices,  ♦  *  •  sold  by  the 
manufacturer,  producer,  or  importer,  a  tax  of  2  cents 
per  gallon. 

Art.  28.  Scope  of  tax. — The  tax  attaches  to  the  sale 
by  the  manufacturer  of  all  (a)  unfermented  fruit 
juices  (except  grape  juice)  in  natural  or  slightly  con¬ 
centrated  form,  or  such  fruit  juices  to  which  sugar  has 
been  added  (as  distinguished  from  finished  or  fountain 
sirups),  intended  for  consumption  as  beverages  with 
the  addition  of  water  or  water  and  sugar,  and  (b)  all 
imitations  of  any  such  fruit  juices. 

The  term  “all  unfermented  fruit  juices”  includes 
logan  and  other  berry  juices,  orange  juice,  lemon  juice, 
grapefruit  juice,  lime  juice,  pineapple  juice,  and  all 
other  fruit  juices. 

The  term  “all  imitations  of  any  such  fruit  juices” 
includes  those  which  resemble  natural  fruit  juices  in 
taste,  appearance,  or  content  and  are  advertised  or  sold 
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for  use  as  beverages  with  the  addition  of  water  or  water 
and  sugar. 

AiT.  29.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  2  cents  per  gallon. 

CARBONATED  BEVERAGES  MANUFACTURED 
BY  THE  USE  OF  A  CONCENTRATE, 
ESSENCE,  OR  EXTRACT 

Art.  30.  Scope  of  tax. — The  tax  attaches  to  the  sale 
by  the  manufacturer  of  all  carbonated  beverages,  com¬ 
monly  known  as  soft  drinks  (except  those  treated  in 
article  24)  manufactured,  compounded,  or  mixed  by 
combining  an  essence,  extract,  or  concentrate  with  sim¬ 
ple  sirup  and  water  and  gas  (or  carbonated  water),  as 
distinguished  from  carbonated  beverages  prepared  with 
the  use  of  a  finished  or  fountain  sirup. 

Art.  31.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  2  cents  per  gallon. 

STILL  DRINKS 

Art.  32.  Scope  of  tax. — The  tax  attaches  to  the  sale 
by  the  manufacturer  of  all  still  drinks  containing  less 
than  one-half  of  1  per  cent  of  alcohol  by  volume. 

A  still  drink  is  one  which  is  not  charged,  carbonated, 
aerated,  or  similarly  treated.  W  here  such  drinks  are 
compounded  and  sold  by  the  glass  it  will  be  necessary 
for  the  manufacturer  to  keep  such  records  as  will 
clearly  indicate  the  number  of  gallons  sold  and  to  pay 
tax  thereon. 

Art.  33.  Exempt  sales. — The  tax  imposed  does  not 
attach  to  the  sale  of  (a)  natural  or  artificial  mineral 
and  table  waters,  (b)  imitations  thereof,  (c)  pure 
apple  cider,  and  (d)  grape  juice. 

Art.  34.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  2  cents  per  gallon. 

NATURAL  OR  ARTIFICIAL  MINERAL 
WATERS,  ETC. 

Art.  35.  Scope  of  tax. — The  tax  attaches  to  the  sale 
by  the  producer,  bottler,  or  importer  of  all  mineral  or 
table  waters  sold  in  bottles  or ‘other  closed  containers 
for  more  than  12)4  cents  per  gallon.  Mineral  or  table 
waters,  aerated  or  carbonated,  and  artesian  w'ell  wa¬ 
ters.  intended  for  drinking  purposes  in  the  form  in 
which  sold,  are  subject  to  the  tax.  .Artificial  mineral 
waters  and  all  imitations  of  such  waters  are  also  sub¬ 
ject  to  the  tax.  So-called  “seltzer  water”  sold  in  si¬ 
phons  is  taxable. 

For  the  purpose  of  these  regulations,  a  bottler  is  a 
person  who  puts  liquids  into  bottles  or  other  closed  con¬ 
tainers  preparatory  for  sale.  The  bottler  may  be  the 
actual  producer  of  the  beverage,  or  he  may  be  merely 
a  jobber  who  bottles  and  sells  liquids  produced  by  an¬ 
other.  Demijohns,  carboys,  etc.,  are  classed  as  “bottles 
or  other  closed  containers.” 

Art.  36.  Rate  of  tax. — The  tax  is  payable  by  the 
producer,  bottler,  or  importer  at  the  rate  of  2  cents  per 
gallon.  ^ 

FINISHED  OR  FOUNTAIN  SIRUPS 

Art.  37.  Scope  of  tax. — The  tax  attaches  to  the  sale 
hy  the  manufacturer  of  “finished  or  fountain  sirups” 


of  the  kinds  used  in  manufacturing,  compounding,  or 
mixing  drinks  commonly  known  as  soft  drinks.  The 
term  “finished  or  fountain  sirups”  means  that  class  of 
articles  commonly  known  as  such  in  the  trade,  which 
are  used  in  bottling  soft  drinks  and  in  mixing  or  com¬ 
pounding  soft  drinks  at  a  soda  fountain.  “Finished  or 
fountain  sirups”  include  products  made  with  the  use  of 
sugar,  glucose,  saccharine,  or  other  sweetening  ingredi¬ 
ents,  and  with  natural  or  synthetic  flavoring. 

A  finished  or  fountain  sirup  produced  from  a  con¬ 
centrate,  essence,  or  extract,  is  taxable  as  prescribed  in 
article  38  when  sold  or  used  by  the  manufacturer. 

Art.  38.  Application  of  tax. — W^here  a  manufacturer 
of  carbonated  beverages  which  are  sold  by  him  in  bot¬ 
tles  or  other  closed  containers  uses  in  such  manufac¬ 
ture  finished  or  fountain  sirups  of  the  kind  described 
in  the  preceding  article,  which  he  himself  manufac¬ 
tures,  the  tax  attaches.  Where  a  person  conducting  a 
soda  fountain,  ice  cream  parlor,  or  other  similar  place 
of  business,  uses  finished  or  fountain  sirups  of  the 
kinds  described,  which  he  himself  manufactures,  in  the 
manufacturing,  mixing,  or  compounding  of  soft  drinks, 
whether  carbonated  or  not,  the  tax  also  attaches. 

.Art.  39.  Exemptions. — The  tax  imposed  by  section 
615(a)(6)  does  not  apply  to  finished  or  fountain 
sirups  sold  for  use  in  the  manufacture  of  a  beverage 
subject  to  tax  under  section  615(a)  (1)  or  (4),  pro¬ 
vided  the  manufacturer  secures  from  the  purchaser  a 
certificate  as  prescribed  in  article  7  to  the  effect  that 
the  sirup  is  purchased  by  him  for  such  use ;  nor  to  any 
article  enumerated  in  section  601(c)(3). 

Art.  40.  Rates  of  tax. — The  tax  is  payable  by  the 
manufacturer  at  the  rate  of  5  cents  per  gallon  on  fin¬ 
ished  or  fountain  sirups  sold  for  use  (or  used  by  him) 
in  the  manufacture  of  bottled  carbonated  beverages ; 
and  at  the  rate  of  6  cents  per  gallon  when  sold  for  any 
other  use  (or  manufactured  and  used  by  a  person  con¬ 
ducting  a  soda  fountain,  ice  cream  parlor,  or  similar 
place  of  business  in  the  preparation  of  soft  drinks). 

C  ARBONIC  ACID  G  AS 

Art.  41.  Scope  of  tax. — The  tax  attaches  to  sales  of 
all  carbonic  acid  gas  by  the  manufacturer,  or  by  a 
dealer  in  such  gas,  to  a  manufacturer  of  any  carbon¬ 
ated  beverages,  or  to  any  person  conducting  a  soda 
fountain,  ice  cream  parlor,  or  similar  place  of  business, 
and  to  the  use  of  all  carbonic  acid  gas  by  the  manufac¬ 
turer  thereeof  in  the  preparation  of  soft  drinks. 

Art.  42.  Rate  of  tax. — The  tax  is  payable  by  the 
manufacturer  or  dealer  at  the  rate  of  4  cents  per  pound. 

misreprese.ntation  of  tax 

Section  1123  of  the  Revenue  Act  of  1926 

Whoever  in  connection  with  the  sale  or  lease,  or 
offer  for  sale  or  lease,  of  any  article,  or  for  the  pur¬ 
pose  of  making  such  sale  or  lease,  makes  any  state¬ 
ment,  written  or  oral,  (1)  intended  or  calculated  to 
lead  any  person  to  believe  that  any  part  of  the  price 
at  which  such  article  is  sold  or  leased,  or  offered  for 
sale  or  lease,  consists  of  a  tax  imposed  under  the  au¬ 
thority  of  the  United  States,  or  (2)  ascribing  a  par¬ 
ticular  part  of  such  price  to  a  tax  imposed  under  the 
authority  of  the  United  States,  knowing  that  such 
statement  is  false  or  that  the  tax  is  not  so  great  as 
the  portion  of  such  price  ascribed  to  such  tax,  shall 
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be  guilty  of  a  misdemeanor  and  upon  conviction 

thereof  shall  be  punished  by  a  fine  of  not  more  than 

$1,000  or  by  imprisonment  not  exceeding  one  year, 

or  both. 

Aet.  58.  Misrepresentation  of  tax. — If  a  manufac¬ 
turer  or  other  vendor  misrepresents  the  tax,  he  is  guilty 
of  a  misdemeanor  and  is  liable  to  a  fine  of  $1,000  and 
to  imprisonment  for  a  year.  This  provision  is  designed, 
among  other  things,  to  prevent  a  vendor  adding  more 
than  the  amount  of  the  tax  to  the  price  of  a  commodity 
and  representing  that  the  increase  is  due  to  the  tax. 

TAX  ON  CHECKS,  ETC. 

Ajtr.  34.  Effective  period. — The  tax  attaches  to  all 
instruments  specified  in  section  751  when  presented  for 
payment  to  a  bank,  banker,  or  trust  company  on  or 
after  June  21,  1932,  and  before  July  1,  1934. 

Akt.  35.  Use  of  terms. — Checks,  drafts,  and  orders 
for  the  payment  of  money  include  any  order  in  writ¬ 
ing.  drawn  upon  a  bank,  banker,  or  trust  company,  re¬ 
quiring  the  person  upon  whom  drawn  to  pay  a  sum  cer¬ 
tain  in  money,  to  order  or  to  bearer,  whether  on  de¬ 
mand,  at  sight,  or  at  a  fixed  or  determinable  future 
time. 

The  term  “bank,  banker,  or  trust  company”  includes 
any  person  or  institution  carrying  on  the  business  of, 
or  maintaining  an  establishment  for,  the  custody,  loan, 
exchange,  or  issue  of  money,  the  transmission  of  funds 
by  checks,  or  the  acceptance  or  payment  of  drafts  or 
orders  for  the  payment  of  money.  The  fact  that  the 
banking  facilities  afforded  are  incidental  to  any  other 
business  carried  on  will  not  avoid  liability  to  the  tax. 

Art.  36.  Scope  of  tax. — The  tax  imposed  under  sec¬ 
tion  751  attaches  to  all  instruments  of  the  kind  de¬ 
scribed  in  article  35  presented  for  payment  within  the 
effective  period  of  the  section.  It  is  immaterial  whether 
the  instrument  is  made  or  drawn  in  this  country  or 
abroad,  but  in  order  to  be  subject  to  the  tax  it  must  be 
drawn  on,  payable  by,  and  presented  to,  a  bank,  banker, 
or  trust  company  in  the  United  States. 

An  order  for  the  payment  of  money,  in  form  drawn 
upon  the  drawer  and  made  payable  at  a  bank,  is  sub¬ 
ject  to  the  tax  if  such  instrument,  without  more,  con¬ 
stitutes  an  order  to  the  bank  to  pay  the  instrument  and 
charge  the  amount  thereof  against  the  account  of  the 
drawer. 

Travel  or  traveler’s  checks  are  subject  to  the  tax. 

A  check  drawn  by  a  cashier  or  other  officer  of  a  bank 
upon  the  bank  of  which  he  is  such  officer,  is  subject  to 
the  tax. 

Coupons  relating  to  bearer  bonds,  although  payable 
at  a  designated  bank  in  the  United  States,  are  not 
“checks,  drafts,  or  orders  for  the  payment  of  money” 
within  the  meaning  of  section  751. 

The  tax  does  not  attach  in  the  case  of  the  withdrawal 
of  money  in  savings  accounts  where  the  item  is  reflected 
as  an  entry  on  a  pass  book  held  by  the  depositor  and 
where  the  withdrawal  is  merely  evidenced  by  a  receipt 
personally  tendered  to  the  bank  by  the  depositor. 

The  checks,  drafts,  or  orders  drawn  by  officers  of 
the  United  States  or  of  a  State,  county,  or  municipality, 
or  of  a  foreign  government,  in  their  official  capacities, 
against  public  ftmds  standing  to  their  official  credit  and 


in  furtherance  of  4uties  imposed  upon  them  by  law, 
are  not  subject  to  the  tax. 

If  an  instrument  is  not  honored  by  the  bank,  banker, 
or  trust  company  upon  whom  or  which  it  is  drawn,  the 
tax  does  not  attach. 

LIABILITY  TO  TAX 

Art.  37.  Liability. — Under  the  terms  of  the  Act  the 
tax  is  payable  by  the  maker  or  drawer  of  the  instru¬ 
ment.  Every  person  who  pays  the  instrument  as  drawee 
shall  collect  the  amount  of  the  tax  by  charging  the 
amount  of  the  tax  against  any  deposits  to  the  credit  of 
the  maker  or  drawer  of  the  instrument.  (See  art.  44.) 

Art.  38.  Rate  of  tax. — The  tax  attaches  at  the  rate 
of  2  cents  to  every  check,  draft,  or  order  for  the  pay¬ 
ment  of  money,  presented  for  payment  and  honored  by 
a  bank,  banker,  or  trust  company  within  the  effective 
period  of  section  751. 

TAX  ON  ELECTRICAL  ENERGY 

Art  39.  Effective  period. — The  tax  is  imposed  upon 
payments  made  on  or  after  June  21,  1932,  for  electrical 
energy  for  domestic  or  commercial  consumption  fur¬ 
nished  after  June  21,  1932,  and  before  July  1,  1934. 

Art.  40.  Scope  of  tax. —  The  tax  applies  to  theamount 
paid  for  all  electrical  energy  furnished  for  domestic  or 
commercial  consumption,  either  by  a  privately  or  pub¬ 
licly  owned  operating  electrical  power  company. 

“Electrical  energy  for  domestic  or  commercial  con¬ 
sumption”  includes  all  electrical  energy  furnished  the 
consumer  except  electrical  energy  furnished  for  indus¬ 
trial  consumption.  Electrical  energy  for  industrial  con¬ 
sumption  includes  that  used  generally  for  industrial  pur¬ 
poses,  that  is,  in  manufacturing,  processing,  mining,  re¬ 
fining,  irrigation,  shipbuilding,  building  construction, 
etc.,  and  by  public  utilities,  waterworks,  telephone,  tele¬ 
graph,  and  radio  companies,  railroads,  and  other  com¬ 
mon  carriers. 

The  tax  attaches  to  all  amounts  paid  for  electrical 
energy  for  domestic  or  commercial  consumption  irre¬ 
spective  of  whether  any  of  the  energy  paid  for  is  ac¬ 
tually  used.  In  other  words,  the  tax  is  due  on  all  pay¬ 
ments  for  electrical  energy  whether  in  the  form  of  a 
minimum  charge,  a  flat  charge,  or  otherwise. 

Where  a  discount  is  deductible  from  the  gross  charge 
for  electrical  energy  if  payment  therefor  is  made  within 
a  prescribed  period  or  where  an  additional  amount  is 
added  for  failure  to  make  payment  within  a  prescribed 
period,  the  tax  attaches  to  the  amount  actually  paid 
under  either  condition. 

EXEMPTIONS 

Art.  41.  Exemptions. — Electrical  energy  furnished 
to  the  United  States  or  to  any  State  or  Territory,  or  po¬ 
litical  subdivision  thereof,  or  the  District  of  Columbia 
is  exempt  from  tax. 

This  exemption  does  not  apply  to  payments  for  elec¬ 
trical  energy  for  domestic  or  commercial  consumption 
furnished  by  governmentally  or  municipally  owned  op¬ 
erating  electrical  power  companies. 

The  exempt  agencies  must  establish  their  right  to  ex- 
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cnption  by  submitting  the  necessary  evidence  to  the 
person  furnishing  the  electrical  energy. 

Persons  claiming  exemption  on  the  ground  that  the 
energy  furnished  is  for  industrial  consumption  as  dis¬ 
tinguished  from  domestic  or  commercial  consumption, 
must  submit  to  the  person  furnishing  such  energy  sat¬ 
isfactory  evidence  showing  that  it  was  used  for  indus¬ 
trial  purposes. 

The  tax  does  not  apply  with  respect  to  sales  of  elec¬ 
trical  energy  other  than  sales  for  consumption. 


Art.  42.  Liability  for  tax. — The  Act  provides  that 
the  person  who  pays  for  the  electrical  energy  furnished 
must  also  pay  the  tax  thereon,  and  such  tax  must  be 
collected  by  the  person  who  furnishes  the  service.  (See 
arts.  44  and  46.) 

Art.  43.  Rate  of  tax. — The  tax  is  imposed  upon 
electrical  energy  used  for  domestic  or  commercial  con¬ 
sumption  at  the  rate  of  3  per  cent  of  the  amount  paid 
therefor. 


New  Jersey  Merchants  Narrowly 
Escape  Sales  Tax 

(Continued  from  page  478) 


To  accomplish  this,  many  of  the  leading  merchants 
of  the  state  worked  night  and  day  for  two  solid  weeks. 
After  winning  their  temporary  victory,  they  are  not 
letting  up.  They  are  proceeding  with  a  more  careful 
development  of  their  organization  defense  plan,  so  that 
in  the  future  they  will  be  better  prepared  to  meet  this 
threat. 

For  the  first  time,  in  the  New  Jersey  situation,  the 
proponents  of  state  retail  sales  taxing  dropijed  all  pre¬ 
tense  of  offering  the  measure  as  a  tax  on  consumers. 
They  frankly  admitted  that  it  would  have  to  be  paid  by 
the  retailer  and  that  it  was  actually  a  si^ecial  added 
privilege  tax  on  business.  One  section  of  the  bill  sjiecif- 
ically  provided  that  on  all  items  retailing  for  less  than 
$1.00  the  tax  could  not  possibly  be  collected.  It  was 
generally  admitted,  even  by  proponents,  that  on  the 
larger  units  of  sale  the  tax  could  not  be  transferred  to 
the  consumer  by  reason  of  the  stiff  competition  from 
the  New  York  and  Philadelphia  retail  areas. 

Insured  Collection 

Furthermore,  the  New  Jersey  bill  was  ingeniously 
drawn  to  insure  the  collection  of  the  tax.  The  authors 
even  included  the  “snooper”  system  which  the  Treas¬ 
ury  Department  uses  so  effectively  in  enforcing  the 
customs  act.  The  New  Jersey  bill  provided  fine  and 
imprisonment  for  the  retailer  who  failed  to  report  his 
sales  accurately  to  the  state  department,  or  who  evaded 
the  tax  in  any  way,  and  then  provided  that  any  citizen 
of  the  state  who  reported  such  evasion  should  be  given 
a  portion  of  the  fine  collected.  That  this  would  provide 
a  wholesale  invitation  to  blackmailing,  particularly  on 
the  part  of  disgruntled  employees,  was  lightly  waived 
aside  by  the  legislative  leaders  backing  the  measure. 

The  New  Jersey  situation  further  indicates  an  en¬ 
tirely  new  situation  which  is  rapidly  developing  in  our 
industrial  states,  and  which  greatly  increases  the  threat 
of  the  locally  imposed  sales  tax.  In  New  Jersey  it  was 
not  urged  as  a  means  of  bolstering  the  failing  state 
revenues  from  the  ordinary  tax  sources.  New  Jersey, 
through  operating  economies,  had  balanced  its  state 
budget.  It  was  offered  suddenly  and  dramatically  under 


the  highest  and  most  powerful  of  auspices  as  the  “only 
method”  through  which  the  state  could  take  care  of  its 
highly  important  relief  problems.  Many  who  realized 
its  injustice  to  the  retailer  accepted  it  on  this  premise 
as  an  only  alternative.  It  is  significant  that  when  the 
roar  of  protest  reached  its  full  strength,  the  Governor 
and  the  responsible  state  leaders  were  able  to  find 
another  way  out  of  their  difficulties. 

The  effort  in  New  Jersey  was  to  force  through  the 
tax  on  a  jiatriotic  api)eal,  and  in  the  early  days  of  the 
sharp  fight  merchants  were  hesitant  to  opiX)se  it.  They 
feared  they  might  be  regarded  as  unpatriotic.  After 
carefully  considering  what  it  would  mean  to  the  com¬ 
mercial  structure  of  the  state,  in  these  days  of  dwindling 
retail  volumes  and  vanishing  retail  profits,  they  were 
able  to  justify  their  position  and  to  enter  the  fight 
enthusiastically.  It  was  apparent  that  the  tax  would 
cripple  the  retail  business  of  New  Jersey,  and  might 
easily  throw  thousands  out  of  employment —  thus  com- 
])licating  the  situation  which  it  sought  to  correct. 

A  Warning  to  Other  States 

Let  this  l)e  another  warning  to  our  department  store 
members  in  other  states.  Carefully  watch  the  situation 
which  is  developing  throughout  the  country.  Remember 
that  we  are  approaching  1933,  when  practically  all  legis¬ 
latures  in  the  country  will  go  into  regular  sessions  and 
will  be  forced  to  deal  with  unusual  financial  problems. 
Fortunately  1932  is  an  “off”  legislative  year.  Louisiana 
is  the  only  state  still  in  session,  and  as  this  is  written  it 
seems  that  the  pending  Wiml)erly  bill,  providing  for 
the  graduated  sales  tax  of  2  per  cent  to  be  levied  chiefly 
on  large  retail  volumes,  has  l)een  side-tracked  at  Raton 
Rouge.  Special  tax  sessions  have  been  called  in  Penn- 
svlvania  and  Indiana,  and  others  will  be  held  later  in 
the  Fall. 

Remember  that  1933  offers  the  real  threat,  and  mer¬ 
chants  who  are  inclined  to  regard  state  sales  taxing 
complacently  should  discuss  the  situation  with  operators 
of  the  large  stores  in  New  Jersey,  Kentucky  and  Miss¬ 
issippi  where  they  have  had  a  taste  of  what  retail  sales 
taxing  actually  means  to  the  merchant. 
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form  enforces  on  us  all  a  common  goal,  a  common 
language,  and  parts  of  a  common  puzzle  that  fit  into  a 
uniform  whole  without  sacrificing  the  flexibility  re¬ 
quired  to  cover  the  many  and  vari^  types  of  work  and 
workers.  These  operating  budgets  are  broken  down  into 
as  many  subdivisions  as  are  considered  necessary  for* 
adequate  control,  and  each  sub-division  is  related  to  its 
own  unit  of  production.  For  instance,  in  our  Bureau 
of  Mail  Orders  and  Adjustment,  the  adjustment  divis¬ 
ion  is  related  to  the  number  of  complaints  received,  and 
the  correspondence  division  is  related  to  the  number  of 
letters  written.  Each  of  these  divisions  has  its  own  aver¬ 
age  production  per  employee  and  its  own  unit  cost. 
The  department  budget  is  kept  in  the  operating  depart¬ 
ment  instead  of  in  the  Budget  Office,  so  that  the  oper¬ 
ating  manager  may  have  access,  at  all  times,  to  com¬ 
plete  and  up-to-date  information  concerning  the  per¬ 
sonnel,  salary  expense,  and  production  of  his  depart¬ 
ment.  He  uses  his  budget  as  an  oi^rating  guide  and 
not  merely  as  an  interesting  statistical  record.  Each 
Department  Manager  knows  that  he  may  be  called  to 
the  Manager’s  Office  on  a  moment’s  notice  and  be 
asked  for  detailed  explanation  of  all  salar}-^  cost  oper¬ 
ations  within  his  division. 

At  the  Ijeginning  of  each  season,  the  Budget  Office 
pre])ares  a  complete  Season  Plan  for  the  entire  organiz¬ 
ation,  covering  total  salaries  and  salary  costs,  for  pre¬ 
sentation  to  the  Administrative  Board.  This  plan  has 
for  its  primary  basis  the  planned  sales  volume  figures 
submitted  by  the  merchandising  heads.  Using  this, 
the  figures  for  each  department  are  then  made  up  in 
conference  with  the  Department  Manager — translating 
the  planned  sales  volume  into  terms  of  the  specific  unit 
of  production  of  the  department  under  consideration. 

Monthly  Plans 

More  important  from  a  control  standpoint,  however, 
is  the  month  to  month  planning,  and  weekly,  even  daily 
adjustment,  which  is  done  throughout  the  year.  About 
the  20th  of  each  month,  we  plan  the  personnel  required 
for  each  week  of  the  following  month.  This  is  done  in 
consultation  with  the  Department  Managers.  In  mak¬ 
ing  up  these  monthly  plans,  the  method  of  procedure 
is  as  follows :  First,  we  estimate  the  total  units  of  work 
to  l>e  expected  each  week,  using  all  available  information 
at  our  disposal,  such  as  current  trend,  both  seasonal  and 
with  respect  to  the  previous  year,  special  sales  plans, 
etc. ;  second,  we  determine  the  average  production  per 
employee  per  week  to  be  expected,  using  as  far  as 
possible,  the  most  recent  peaks  of  production  which 
appear  possible  of  sustained  retention;  third,  by  divid¬ 
ing  the  total  estimated  production  each  week  by  the 
average  per  employee,  we  arrive  at  a  planned  personnel 
figure  for  each  week. 

In  describing  the  basic  principles  which  we  have  at¬ 
tempted  to  incorporate  in  our  budget  scheme,  I  wish  to 
call  your  attention  to  the  emphasis  which  we  place  on 
the  need  of  obtaining  complete  and  accurate  data  on  all 
flow  of  work.  In  this  connection,  our  Planning  Depart¬ 
ment  has  been  making  a  detailed  study  of  the  flow  of 
work  in  each  major  department  in  half-hour  units. 


This  compilation  begins  with  an  actual  count  of  all  cus¬ 
tomers  entering  and  leaving  the  doors.  This  study  is 
broken  down  into  various  detailed  observations  and  the 
results  of  all  of  these  studies  are  immediately  turned 
over  to  the  personnel  budget  division.  This  information 
eliminates  guess  work  and  enables  us  to  plot  the  rise 
or  fall  in  production  in  each  department  and  adjust  our 
employment  schedules  so  that  as  far  as  possible,  a  high 
speed  of  production  is  continually  maintained.  This 
flow  of  work  study  has  enabled  us  to  gear  our  selling 
and  non-selling  personnel  much  more  closely  to  the 
actual  flow  of  transactions  than  previously.  On  the 
Budget  Record  the  results  of  this  will  be  evident  in  a 
higher  average  production  per  person  and  a  lower  unit 
cost.  The  present  condition  of  the  labor  market  nat¬ 
urally  makes  it  possible  for  us  to  freely  make  use  of 
various  part  time  shifts  with  varying  schedules  de¬ 
signed  to  maintain  an  even  and  high  rate  of  individual 
production,  with  a  minimum  loss  through  idle  time. 

One  phase  of  the  present  situation  has  been  the  in¬ 
tensive  organization  and  development  of  our  Per  Diem 
operations.  There  is  nothing  particularly  novel  in  this 
idea,  but  we  have  been  able  to  effect  surprising  economies 
through  adecjuately  organizing  this  phase  of  our  work. 
This  Per  Diem  list  of  prospective  workers  has  now 
become  the  prospect  file  in  the  Employment  Office  for 
transfer  to  permanent  jobs,  thus  eliminating  a  con¬ 
siderable  expense  in  our  Employment  Office. 

Owing  to  the  fact  that  personnel  budget  heads  up  to 
the  Assistant  General  Manager  in  charge  of  Personnel, 
there  is  a  close'  coordination  between  Employment, 
Training  and  Budgeting.  A  requisition  control  is  main¬ 
tained  as  a  part  of  the  budget  system,  insuring  proper 
authorization  for  any  increased  pay-roll  expenditures. 

Value  of  a  Uniformed  Method 

I  realize  full  well  that  probably  every  single  feature 
of  our  budget  is  in  use  elsewhere  in  one  form  or  an¬ 
other.  Certainly  every  controller  or  store  manager  in 
the  audience  is  thoroughly  familiar  with  the  various 
steps  which  I  have  described.  If  there  is  anything 
unique  in  the  mechanical  set-up  of  our  budget,  it  lies  in 
the  use  of  a  single  form  throughout  and  in  the  uniform 
method  in  which  each  division’s  pay-roll  is  related  to 
the  weekly  store  volume  and  store  salescheck.  This 
enables  us  to  quickly  determine  the  exact  amount  of 
ex[)ense  that  each  division  is  contributing  to  our  total 
cost  of  operation,  measured  either  by  per  cent  to  volume 
or  salary  cost  per  transaction.  Thus,  in  this  present 
period  of  decreasing  average  salescheck,  we  can  im¬ 
mediately  spot  any  departmental  cost  which  has  not 
receded  in  proportion  to  the  decrease  in  the  average 
salescheck. 

What  is  still  more  important,  we  can  at  any  moment 
use  this  information  to  determine  the  extent  of  any 
economies  which  may  lie  under  consideration.  A  com¬ 
plete  discussion  of  the  relative  values  of  certain  jobs 
or  divisions  which  may  lie  in  the  field  of  semi-luxuries, 
is  not,  however,  a  pertinent  part  to  this  discussion.  This 
involves  policy  and  service  decisions,  but  our  budget 
provides  us  with  accurate  and  red-hot  figures  which  are 
vital  in  deciding  these  policy  changes. 
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There  are  Opportunities 
like  these  in  almost 


every  store  . . . 


.National  Cash  Register 
equipment  can  help  you 
take  advantage  of  them 

With  the  economies  effected  in  the  past  few 
years  further  opportunities  to  save  are  more 
and  more  difficult  to  find.  Yet  they  do  exist 
...  in  many  cases  actually  brought  about  by 
changing  conditions  themselves. 

One  store  found  that  departments  which  in 
heavier  volume  days  had  justified  a  cashier 
could  now  be  served  by  clerk-wrap  plan. 

Another  found  that  important  savings  could 
be  made  in  its  charge  authorizing  with  a  con¬ 
siderable  improvement  in  customer  service. 

Still  another  found  its  opportunity  to  save 

in  the  office,  where  a  certain  number  of  - 

National  Bookkeeping  Machines  showed  defi¬ 
nite  savings  over  previous  methods  used  on 
accounts  receivable. 

Many  stores  have  found  it  profitable  during 
recent  months  to  make  a  complete  check  of 
their  departments  with  possible  savings  like 
these  in  mind.  A  National  Cash  Register  man 
is  ready  at  any  time  to  help  you  do  this. 

THE  NATIONAL  CASH  REGISTER  COMPANY 

DAYTON,  OHIO 

Say  you  saw  it  in  THE  BULLET IX 


On  the  Sales  Floor 


In  the  Credit  Ojfice 


In  the  Accounting  Office 
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Developing  a  Profitable  Merchandising  Program 

{Continued  from  page  472) 


nated  if  they  would  consult  with  the  retail  merchants 
first  and  get  the  benefit  of  the  merchants’  observation 
and  judgment  as  to  the  styles  that  their  customers  will 
want. 

Promotion  today  must  have  a  punch  in  it  to  get  re¬ 
sults.  These  are  times  of  unusual  values — and  the  pub¬ 
lic  has  a  right  to  ex|>ect  them.  It  is  not  a  matter  of 
price  alone;  frankly  I  think  the  greatest  opixjrtunities 
lie  in  getting  the  sort  of  merchandise  that  consumers 
need ;  it  has  the  greatest  selling  ix)wer.  Such  ])romo- 
tions  also  help  to  build  up  consumer  confidence  and 
make  for  future  business.  Promotion  on  price  alone 
destroys  confidence.  It  is  like  giving  stimulants  to  a 
patient — the  size  of  the  dose  must  be  constantly  in¬ 
creased  or  the  effect  is  diminished.  Selling  on  price 
alone  requires  constantly  lower  and  lower  prices.  There 
is  no  bottom  and  no  stopping  point  short  of  bankruptcy. 
Selling  quality  helps  to  stablize  prices,  builds  confidence 
on  the  part  of  the  consumer  and  increases  the  dollar 
volume  of  the  store’s  business. 

Better  Selling 

One  of  the  greatest  opixirtunities  lies  in  using  this 
time  to  select  and  build  up  a  super-selling  staff.  Prob¬ 
ably  the  greatest  source  of  waste  in  the  average  retail 
store  today  is  the  inefficiency  of  its  selling  force.  For 
all  that  payroll  amounts  to  about  half  of  the  operating 
exi^ense  of  the  average  store,  the  wages  paid  to  execu¬ 
tives  and  sales  staff  are  small  compared  with  the  losses 
caused  by  inferior  employees. 

Right  now  a  rejuvination  of  the  art  of  salesmanship 
is  taking  place.  It  is  hard  on  the  inefficient  because 
they  are  being  eliminated;  and  it  is  hard  on  the  store 
that  is  not  making  the  necessary  changes,  because  it 
will  be  left  behind.  But  out  of  it  is  coming  an  effective 
type  of  salesi>erson  that  in  the  past  decade  has  Ijeen 
ver>'  rare.  The  day  of  the  “store  clerk”  is  fast  disap¬ 
pearing.  She  has  no  place  in  the  present  set-up.  If  a 
store'  is  to  make  money  now,  every  person  on  the  floor, 
including  the  buyer,  must  know  how  to  sell.  Running  a 
store,  or  a  factory,  in  this  new  era  is  not  going  to  be  a 
matter  of  order  taking.  The  staff  may  be  smaller  but 
every  member  must  be  expert. 

The  “savings”  that  such  a  selling  force  can  make  over 
the  former  inefficient  type  of  clerk,  far  transcend  the 
possibilities  of  any  amount  of  cutting  in  payroll.  Con¬ 
ditions  now  are  such  that  selling  staffs  of  such  calibre 
can  and  are  being  gathered  together.  Personally,  I  be¬ 
lieve  it  is  one  of  the  most  important  steps  any  business 
can  take  at  this  moment. 

Not  only  is  intelligent  selling  the  surest  way  to  in¬ 
crease  the  sales  volume ;  it  serves  the  best  interest  of  the 
custonier.  Intelligent  selling  gives  the  customer  the  kind 
of  ni^rchandise  that  will  best  serve  her  needs.  It  has 
nothing  to  do  with  high  pressure,  but  it  does  concentrate 
on  good  quality,  because  quality  merchandise  is  the 
most  satisfactory  and  the  most  economical  for  the  cus¬ 
tomer  to  buy.  Now  is  the  opportunity  to  build  up  such 
an  all-star  staff. 


The  entire  personnel  of  the  store  must  be  sold  on  the 
advantages  of  selling  quality  merchandise.  In  my  own 
store  we  accomplished  much  by  means  of  a  prize  contest 
for  the  best  essay  on  quality.  The  very  act  of  setting 
down  one’s  thought  on  ])aper  helps  to  fix  the  subject  in 
mind.  I  feel  that  the  contest  has  lieen  very  successful. 
Following  is  one  of  the  many  ]iajiers  that  were  handed 
in : 

“A  rational  analysis  of  the  distribution  and  consump¬ 
tion  of  merchandise  during  the  i)ast  two  and  one-half 
years  cannot  fail  to  disclose  a  general  tendency  to  tip 
the  apple-cart  of  quality  and  fashion  and  to  climb 
aboard  the  band-wagon  of  ‘Price-.At-Any-Price.' 

“This  tendency,  complementary  to  a  jieriod  of  de¬ 
creased  income,  decreased  monetary  circulation  and  a 
resultant  decrease  in  merchandise  consumption  has 
taught  a  sharp  lesson  to  the  merchant  and  his  public. 
The  way  of  selling  for  volume  alone  must  l)e  put  into 
the  discard  along  with  that  of  buying  for  price  alone. 
The  time  is  now  imminent  for  a  return  to  the  selling 
and  buying  of  a  dollar’s  worth  for  a  dollar. 

“The  doctrine  of  ‘Price-.At- Any- Price’  must,  of 
necessity,  deprive  merchandise  of  its  Quality  elements; 
fabric-worth,  careful  cut,  fit  and  finish.  By  the  same 
token  Fashion’s  rudiments,  couturier-design,  individ¬ 
uality  and  good  taste,  gives  way  to  inferior  design,  style- 
stunts  and  mass-production.  True  Quality,  and  its  in- 
dispensible  all-true  Fashion,  must  l)e  sold  and  bought 
at  a  fair  price. 

“Merchandise  to  be  worthy  of  earning  a  fair  profit 
and  good-will  for  the  distributor,  and  of  giving  a  fair 
value  and  a  sound  investment  to  the  consumer,  MUST 
be  possessed  of  Quality —  its  quintessence,  and  Fash¬ 
ion — its  fineness.” 

Search  for  Unusual  Opportunities 

No  one  will  ever  know  all  there  is  to  lie  known  aliout 
retail  merchandising.  We  look  alxiut  us  and  think  we 
have  done  everything  possible,  and  then  someone  bobs 
up  with  a  brand  new  idea  that  will  make  more  business. 
Right  now,  while  general  conditions  admittedly  are 
about  as  adverse  as  we  ever  expect  to  see  them,  we 
find  here  and  there  a  spurt  of  activity  and  profit  based 
upon  a  new  idea,  some  new  development  in  merchan¬ 
dise,  or  some  new’  method  of  presentation.  In  our  own 
store,  we  have  had  several  instances  in  which  only  a 
little  twist  made  a  tremendous  difference  in  results. 
For  example,  for  years  w’e  had  show’n  our  inexpensive 
dresses  in  the  same  salon  with  our  high  priced  dresses 
and  gowns.  Now  we  have  segregated  them,  making 
them  separate  departments,  and  with  very  gratifying 
results.  The  customer  now  who  wants  only  an  inexpen¬ 
sive  dress  is  shown  a  whole  floor  of  dresses,  none  of 
which  are  priced  above  $29.50;  if  she  wants  a  summer 
wash  frock  she  is  shown  another  floor  entirely  of  wash 
frocks  at  prices  from  $3.00  to  $16.75.  If  she  wants 
a  fine  dress,  she  is  shown  still  another  department. 
Every  garment  is  of  good  quality,  good  style,  good 
workmanship,  and  good  material.  Shown  by  them¬ 
selves,  each  of  these  different  classes  of  dresses  makes 
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Burroughs 

can  assist  in  handling 

Accounting  Problems 

arising  from  the  new 

FEDERAL  TAX  LAW 


f  The  Burroughs  field  force  is  prepared  to  render 
assistance  in  determining  the  minimum  changes 
necessary  in  accounting  routine  or  equipment  to 
handle  whatever  additional  work  may  be  required, 
f  For  those  whose  accounting  is  seriously  affected, 
real  economies  are  possible  through  the  use  of 
Burroughs  machines  and  features  recently  designed 
to  meet  the  problems  created  by  this  law. 

A  telephone  call  or  a  wire  to  our  nearest  office  will  bring  a 
Burroughs  representative  with  complete  information.  Or 
write  Burroughs  Adding  Machine  Company,  Detroit,  Mich. 


Manw/acturers  of 

typewriter  billing  machines  .  ADDING  MACHINES  •  STATISTICAL  MACHINES  •  TYPEWRITER  BOOKKEEPING  MACHINES 
ACCOUNTING  MACHINES  .  CALCULATING  MACHINES  •  CASH  MACHINES  .  TYPEWRITERS  •  CORRECT- POSTURE  CHAIRS 


Say  you  saw  it  in  THE  BULLETIN 
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a  far  more  attractive  appearance  and  the  customers 
find  it  much  easier  to  select  what  they  want  without 
being  distracted  by  a  purposeless  comparison  with  some¬ 
thing  much  higher  priced.  Apparently  they  have  appre¬ 
ciated  the  change,  for  it  resulted  in  a  sales  increase 
of  more  than  100  per  cent  in  our  women’s  inexpensive 
dresses. 

Another  opportunity  we  found  was  in  wedding 
gowns.  For  some  reason,  many  stores  are  neglecting 
this  particular  source  of  business.  We  set  out  to  make 
our  store  the  headquarters  for  bridal  costuming,  with  a 
surprising  increase  in  sales  as  the  result.  Not  only  does 
the  bride  buy  her  wedding  gown,  but  in  addition  she 
buvs  the  various  dresses  of  her  trousseau,  totaling  from 
$50  to  several  hundred  dollars,  her  veil  at  $25  or  $30, 
her  coat,  hats,  sports  clothes,  shoes,  underwear  and  ac¬ 
cessories.  Then  there  are  the  bridesmaids;  the  mother 
also  buys  a  gown  for  the  wedding  and  reception :  also 
the  friends  who  are  to  attend  the  wedding  are  very 
likely  to  buy  at  the  same  store  the  bride  patronizes. 
The  sum  total  is  an  amount  of  business  that  any  store 
may  well  make  an  earnest  effort  to  get.  and  is  not  to 
be  treated  as  a  side  issue. 

We  aim  constantly  to  avoid  having  too  manv  differ¬ 
ent  stvles,  perhaps  not  more  than  three  or  four  that 
we  have  found  through  tests  are  the  ones  most  wanted. 
In  each  style,  however,  we  have  a  full  assortment  of 
sizes  and  a  sufficient  variety  of  colors. 

Each  special  promotion  we  aim  to  ha^’e  nlnnned 
sufficiently  far  in  advance  so  that  there  is  time  to  sell 
the  idea  of  the  merchandise  thoroughly  to  the  advertis¬ 
ing  department  and  to  the  salespeople.  There  usually  is 
ample  time  to  do  this  if  the  huver  in  charge  is  in  the 
habit  of  thinking  far  enough  ahead.  Each  promotion 
should  he  thoroughly  planned  in  advance.  Everv  detail 
should  be  fully  worked  out.  We  cannot  afford  the  risk 
of  hastily  constructed  hit  or  miss  events.  The  advertis¬ 
ing  of  a  retail  store  is  expensive.  It  amounts  to  from 
3  to  5  per  cent  of  everv  dollar’s  worth  of  merchandise 
sold.  When  we  spend  this  money  we  must  get  results. 
The  main  secret  of  insuring  the  success  of  each  event 
is  forethought,  planning  far  enough  in  advance  so  that 
there  is  time  for  each  one  concerned  to  do  his  or  her 
work  as  it  should  be  done. 

Advertising  is  Our  Main  Resource 

In  spite  of  restricted  consumer  huving  power,  people 
today  are  reading  the  advertisements  of  retail  stores 
more  than  they  ever  did  before,  and  are  depending  upon 
them  to  help  find  the  best  values.  The  right  kind  of 
advertising  will  pull,  but  it  must  offer  merchandise  that 


the  public  needs  and  wants,  not  simply  what  the  store 
may  want  to  sell,  h'  must  be  so  presented  as  to  com¬ 
mand  confidence  in  the  merchandise  and  in  the  store. 

It  must  be  absolutely  honest,  leaving  no  chance  for  the 
reader  to  misunderstand  exactly  what  is  offered.  It 
must  present  the  very  Ijest  value  that  can  be  obtained, 
and  it  should  stress  value,  not  price. 

Much  has  been  heard  recently  about  prestige  adver¬ 
tising.  I  believe  the  best  prestige  advertising  is  that 
which  offers  merchandise  that  the  public  needs — mer¬ 
chandise  that  is  right  in  quality,  right  in  fashion,  right 
in  price  and  right  in  time.  Selling  such  merchandise  is 
the  way  to  build  up  a  retail  store,  and  advertising  such 
merchandise  is  the  way  to  build  confidence  and  good¬ 
will.  There  is  no  place  today  for  namby-pamby  promo¬ 
tions.  Each  event  must  drive  straight  at  a  present  and 
urgent  need  of  the  consuming  public.  Advertising  that 
does  this  will  bring  profitable  returns  now  or  any  other 
time. 

Every  sales  effort  today  must  be  one  that  will  build 
public  confidence,  both  in  the  merchandise  offered  and 
in  all  other  quality  merchandise  offered  by  reputable 
stores  in  the  same  field.  It  must  emphasize  values, 
quality,  service  and  usefulness.  It  must  fill  a  real  need 
of  the  public.  Selling  simply  on  />r/V(?  destroys  public 
confidence,  it  serves  only  to  force  prices  lower  and 
lower,  it  breaks  down  quality,  decimates  sales  volume, 
wipes  out  profits,  hurts  the  consumer  and  in  the  end 
will  prove  nothing  less  than  business  suicide.  Selling 
values  in  quality  merchandise  benefits  the  consumer  and 
inspires  his  confidence ;  it  will  check  the  downward  rush 
of  prices  and  will  make  for  .stability  and  security. 

Efforts  at  artificial  price  regulation  cannot  succeed. 
I  do  not  lielieve  that  attempting  to  secure  a  greater 
percentage  of  marku])  is  the  solution.  Our  hope  of 
greater  business  lies  in  developing  consumer  demand, 
and  we  can  do  this  only  by  l)enefiting  the  consumer,  not 
by  attempting  to  put  onto  his  shoulders  the  burden  we 
are  carrying.  Inducing  the  ])ublic  to  buy  quality  mer¬ 
chandise  that  will  give  them  the  most  satisfaction  and 
most  economical  service  and  that  will  restore  their 
confidence  in  the  merchandise  of  today,  is  the  quickest 
and  the  only  way  back  to  profitable  merchandising 
conditions. 

Sell  quality,  sell  values.  Sell  at  the  lowest  prices  that 
will  permit  a  reasonable  profit  for  the  store  and  for  the 
manufacturer.  Let  others  slash  below  the  profit  line  if 
they  will — their  stay  in  business  will  lie  a  short  one. 
Put  your  efforts  at  meeting  competition  into  increasing 
the  operating  efficiency  of  your  own  store,  and  in  learn¬ 
ing  again  how  we  used  to  do  business  on  an  expense 
ratio  of  not  more  than  25  per  cent. 


Eliminating  Waste 

(Continued  from  page  481) 


will  be  analyzed  in  light  of  influencing  conditions  and 
compensation  leased  accordingly. 

13.  Rememl)er — just  because  advertising  has  always 
been  surrounded  with  a  deej)  mystery  by  those  who 
sell  and  prepare  it,  does  not  prove  that  it  must  always 
remain  a  mystery.  It  is  high  time  that  some  facts  were 
obtained  about  this  expensive  tool  that  we  are  asked 


to  accqit  on  faith.  It  was  a  miracle  worker  when  price 
inflation  and  high  payrolls  were  doing  its  work.  .\s 
Amos  Parrish  would  say,  “It  is  now  time  to  take  off 
its  whiskers.’’ 

(a )  Which  pa^iers  sell  1)est  and  what  do  they 
sell  well? 
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(b)  Are  certain  clays  of  the  week  “naturals’ 
for  certain  lines  of  merchandise  ? 


(c)  What  type  of  advertisement  is  Ijest,  not 
for  the  store  as  a  whole  hut  for  each 
line  of  merchandise? 


(d)  Can  weather  forecasts  l)e  of  use  in  the 
day-to-day  “placing”  and  “pulling”  of 
ads? 


These  are  some  of  the  cpiestions,  the  answers  to  which 
are  not  going  to  l)e  taken  for  granted  in  the  new  era. 


14.  Remember — if  there  is  nothing  to  tell,  no  ad  is 
necessary.  If  there  is  a  story,  decide  what  it  is  and 
how  important  it  is  before  you  decide  to  run  the  ad. 
If  you  decide  to  run  the  ad.  l)e  sure  it  tells  the  story. 
Don’t  leave  that  detail  to  the  office  Ixjy. 

15.  Remember — the  ad  is  run  to  sell  your  store  and 
your  goods.  Don’t  insist  on  expensive  composition 
just  to  decorate  the  other  man’s  newspaper.  If  hand 
set  typography  will  not  sell  more  goods,  save  the 
nuney.  Let  the  newspa{)ers  do  their  own  decorating. 
Tliousands  are  being  saved  in  1932  on  this  one  item. 


16.  Remember — if  you  reduce  the  wages  in  your 
own  organization  but  continue  to  pay  the  newspapers 
on  a  1929  basis,  you  are  pam|)ering  newspaper  workers 
at  the  expense  of  your  own  employees  and  their 
families. 


ers  of  newspapers,  many  of  whom  are  not  interested 
in  you  or  what  you  have  to  sell.  How  much  do  you 
spend  for  selling  messages  within  the  store?  You  have 
thousands  within  your  store  daily  who  like  you,  like 
your  g(X)ds  and  are  in  a  buying  mood.  Wise  selling 
dictates  that  more  care  Ije  given  to  internal  selling  aids 
in  the  way  of  signs,  displays,  etc. 

18.  Rememljer — this  a  country  where  every  bare¬ 
foot  boy  is  a  candidate  for  the  presidency  and  also 
that  accomplishment  is  just  as  much  a  result  of  appli¬ 
cation  as  it  is  of  ability.  There  are  many  potential 
executives  in  the  rank  and  file  of  every  organization. 
It  is  your  job  to  find  them.  Training  your  own  execu¬ 
tives  is  a  good  policy  l)ecause  it  pays.  There  are  few 
letter  ways  of  eliminating  wastes  in  our  merchandis¬ 
ing  and  promotion. 

19.  Remember — all  of  the  best  ways  of  doing  every¬ 
thing  have  not  yet  been  reduced  to  rules  and  formulas. 
Even  if  they  had,  many  of  them  would  be  obsolete  to¬ 
morrow,  due  to  changing,  conditions.  While  the  princi¬ 
ples  of  retailing  are  all  very  simple,  there  are  few  ac¬ 
tivities  where  changes  are  so  frequent  or  of  such  great 
consequence.  You  must  forget  tomorrow,  a  part  of 
what  you  learned  today,  because  it  will  no  longer  lie 
applicable.  Always  keep  an  open  mind. 

20.  Remember — the  classic  of  business  literature: 


17.  Remember — you  spend  hundreds  of  thousands 
of  dollars  yearly  to  take  a  selling  message  to  the  read¬ 


Count  that  day  lost  whose  low 
descending  sun. 

Finds  profits  shot  to  hell  and 
business  done  for  fun. 


Hotel  Lincoln 


44th-45th  Streets — 8th  Avenue 


NEW  YORK 


1400  ROOMS 
Baths 
Radios 
Servidors 


FIRST  A  VISITOR 
THEN  A  FRIEND 
AND  BOOSTER 


Single 

$3.00— $3.50— $4.00 
Double 

$4.00— $5.00— $6.00 


Spacious 

Sample 

Rooms 


ROY  MOULTON,  Mgr. 


i) 


Luxurious 

Suites 


Say  yiiu  saw  it  in  THR  BULLETIN 


■’1 


518 


I'he  Bulletin  of  the  National  Retail  Dry  Goods  Association 


July,  19H2 


Controllers  Forum 

(Continued  from  page  488) 


might  be  expected.  The  cause,  however,  is  not  neces¬ 
sarily  due  to  weaknesses  of  the  system  but  in  many 
cases  is  due  directly  to  the  complicated  present-day  de¬ 
partment  store  operation.  It  can  safely  be  said  that 
the  majority  of  these  complications  are  a  direct  result 
of  terrific  drives  for  sales  volume,  which  are  greatly 
accelerated  today,  due  to  present  economic  conditions. 

The  above  is  by  no  means  the  only  difficulty  encoun¬ 
tered.  This  proposition  of  gaining  public  good-will  and 
trying  to  make  Mrs.  Customer  spend  more  money  has 
in  many  cases  resulted  in  a  “footballing”  of  prices. 
Practices  such  as  these  are  an  added  burden  in  the 
operation  of  a  simplified  method  of  perf>etual  control 
— the  oftener  prices  are  changed,  the  greater  the  chance 
for  error. 

Mark  One-Day  Specials  at  Regular  Price 

The  principle  that  merchandise  should  always  be 
marked  at  its  immediate  resale  price  has  undoubtedly 
been  interpreted  too  literally,  especially  at  the  present 
time.  It  is  true  that  the  fundamentals  of  “Retail”  are 
based  on  this  principle,  but  one  must  be  very  careful  in 
its  execution.  For  example,  the  practice  of  marking  a 
shipment  of  regular  merchandise  at  other  than  regular 
price  simply  because  the  lot  will  be  used  in  a  one-day, 
special  sale  can  be  proven  to  be  quite  wrong.  Such  prac¬ 
tices,  if  carried  out  to  any  large  extent,  result  in  dis¬ 
torted  initial  markups  and  consequently  into  a  mis¬ 
representation  of  monthly  gross  profits  and  monthly 
cost  inventory  valuations.  In  addition,  an  attempt  liter¬ 
ally  to  mark  all  merchandise  at  its  immediate  resale 
price,  when  such  practice  results  in  marking  identical 
merchandise  at  two  or  more  prices,  results  in  difficulties 
in  operation. 

Common  among  such  difficulties  are  problems  encoun¬ 
tered  in  controlling  merchandise  at  two  different  prices, 
especially  when  merchandise  is  stored  in  warehouses  or 
stockrooms;  confusion  to  customer  if  merchandise  ap¬ 
pears  on  counters  at  two  prices;  confusion  resulting  in 
an  attempt  to  distinguish  between  markdowns  and 
markup  cancellations  or  between  markdown  cancella¬ 
tions  and  straight  markups  and  the  like. 

In  spite  of  the  complications  encountered,  many  auth¬ 
orities  on  retail  inventory  continue  to  advocate  the  prac¬ 
tice  of  marking  all  merchandise  at  its  intended  resale 
value.  Bearing  in  mind  that  the  final  gross  profit  on 
any  item  is  equal  to  the  difference  between  the  price  at 
which  it  is  purchased  and  the  price  at  which  it  is  sold, 
we  begin  to  realize  that  the  original  marked  price  has 
no  direct  bearing  on  the  profit  or  loss  statement  over 
a  long  period  of  time.  It  is  quite  true,  however,  that 
the  original  marking  of  the  merchandise  will  affect  a 
current  inventory  and  consequently  a  current  profit. 

The  writer  is  convinced,  however,  that  in  order  prop¬ 
erly  to  operate  retail  inventory  in  stores  which  do  a 
large  amount  of  special  sales  promoting,  it  is  necessary 
to  make  one  exception  to  the  general  rule  of  marking 
all  merchandise  at  the  immediae  resale  value,  namely, 
on  regular  stock  items  purchased  for  special  promotion 
to  be  sold  at  a  price  less  than  regular  retail.  It  is  un¬ 
derstood  that  no  rule  can  be  set  and  made  applicable  in 
all  cases,  yet  it  is  felt  that  the  exception  recommended 
relative  to  the  marking  of  regular  promotional  items 
can  be  safely  adopted. 


Rules  Recommentlcd 

The  following  rules  are  definitely  recommended  for 
the  proj^er  retailing  of  regular  stock  merchandi.se: 

1.  All  regular  stock  items  should  in  all  cases  l)e  re¬ 
tailed  at  the  regular  selling  price,  regardless  of  whether 
the  item  has  been  purchased  for  regular  selling  or  for 
special  promotion. 

2.  Regular  items  bought  at  a  “price”  for  a  special 
selling  promotion  should  l)e  marked  at  the  regular  price 
and  all  reductions  for  sale  purpo.ses  taken  in  the  form  of 
a  markup  cancellation. 

3.  All  reductions  in  retail  price  taken  because  of  re¬ 
bates,  refunds  from  manufacturers  and  the  like  should 
be  taken  as  markup  cancellations. 

4.  Purchase  of  discontinued  regular  items  should  l)e 
marked  at  the  close-out  retail ;  a  permanent  markdown 
to  be  taken  on  all  regular  stock  on  hand  at  time  of 
special  purchase. 

a.  All  purchases  can  within  reasonable  limits 
be  marked  at  a  close-out  retail  price,  pro¬ 
viding  no  similar  stock  remains  on  hand  at 
a  higher  price  or  provided  all  merchandise 
on  liand  is  permanently  marked  down  to 
meet  the  close-out  retail. 

5.  Valuation  prices  should  be  shown  in  cancelled 
tyi^e.  In  no  case  should  merchandise  be  charged  to 
jiurchases  at  a  valuation  retail. 

Reasons  For  Recommendations 

Professor  McNair,  in  his  book  on  “The  Retail 
Method  of  Inventory,”  in  speaking  of  special  sales 
items,  that  is,  items  which  do  not  carry  a  normal  mark¬ 
up,  states,  “But  where  the  proportions  of  such  specially 
l)ought,  specially  priced  merchandise  are  large,  the  saf¬ 
est  procedure  is  to  open  an  entirely  separate  division  of 
the  stock-ledger  for  such  merchandise,  and  to  accumu¬ 
late  therein  figures  on  stocks,  purchases,  and  sales  of 
such  goods  separate  from  the  merchandise  records  of 
other  goods  in  the  department.”  The  alwve  statement 
is  an  admission  that  merchandise  carrying  a  markup 
considerably  below  normal,  a  class  to  which  regular  mer¬ 
chandise  purchased  for  a  special  promotion  l)elongs, 
should  not  l)e  combined  with  statistics  for  the  regular 
selling  dei)artment.  Knowing  that  it  would  be  prac¬ 
tically  impossible  to  operate  two  selling  departments  for 
identical  merchandise  and  knowing  that  a  good  deal  of 
merchandising  control  would  thereby  be  lost,  we  have 
not  considered  the  possibility  of  a  separate  department 
as  practical.  We  can,  therefore,  confine  ourselves  to 
the  reasons  for  retailing  all  regular  merchandise  in  a 
regular  manner,  rather  than  at  the  immediate  re.sale 
value,  when  the  latter  price  is  less  than  regular. 

All  points  of  discussion  can  be  divided  into  two 
groups  as  follows: 

I.  Those  arguments  which  affect  the  determ¬ 
ination  of  cost  inventories  and  gross 
profits. 

II.  Those  arguments  which  affect  the  control 
of  inventories  and  gross  profits. 

The  discussions  of  these  points,  together  with  illus¬ 
trative  charts,  will  appear  in  the  August  issue  of  The 
Bulletin. — The  Editor. 
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FASTER  ACCOUNTING  and  more 

PROFITABLE  BENEFITS  for  Retail  Stores 
A  through  the  Electric  Accounting  Method 


At  the  Controllers’  Congress  held  last  month  in  Pittsburgh, 


An  International  Auto¬ 
matic  Summary  Punch  at¬ 
tached  to  an  International 
Electric  Accounting  Ma¬ 
chine. 


members  who  attended  these  meetings  were  deeply  im¬ 
pressed  by  demonstrations  of  two  new  accounting  aids. 

For  High  Speed  Accounting 

The  two  aids  in  question  were  the  International  Automatic 
Summary  Punch  and  the  International  Direct  Subtraction 
Accounting  Machine,  recent  developments  that  add  further  speed, 
accuracy  and  economy  to  the  Electric  Accounting  Method. 

The  Automatic  Summary  Punch  provides  current  totals  of  all 
desired  records  entirely  without  independent  action  on  the  part 
of  the  operator,  which  totals  are  automatically  carried  forward  to 
accumulative  reports.  In  other  words,  this  device  automatically 
prepares  summary  tabulating  cards  from  indications  and  totals 
appearing  in  the  counters  of  an  accounting  machine  during  the 
process  of  tabulation,  for  which  purpose  detail  tabulating  cards 
are  used. 


The  detail  cards  are  always  available  for  special  analyses, 
while  the  summary  cards  are  filed  for  tabulation  at  the  end  of  the 
desired  period. 

The  Direct  Subtraction  Accounting  Machine  automatically  de¬ 
ducts  negative  quantities  and  amounts,  and  also  computes  and 
prints  net  amounts. 

It  is  particularly  valuable  in  the  preparation  of  such  records 
as  Remittance  Statements — showing  claims,  returns  to  vendors, 
and  discounts, — Retail  Stock  Ledger  and  Departmental  Oper¬ 
ating  Statements. 


Write  or  'phone  to  our  nearest  office  and  ask  for  fur¬ 
ther  details.  A  representative  will  he  glad  to  explain 
how  this  equipment  can  he  adapted  to  your  accounting 
and  statistical  routines. 


International  Business  Machines  Corporation 

latcrnmtional  Electric  Tabulating  and  Accounting  Machines . International  Time  Recorderi  and  Electric  Time  Syatema 

International  Industrial  Scales  .  .  .  Dayton  Moneyweight  Scales  and  Store  Equipment 


General  Offices 

270  BROADWAY,  NEW  YORK,  N.  Y. 


Canadian  Division 

300  CAMPBELL  AVE.,  W.  TORONTO,  ONT. 


Offices  and  Service  Stations  in  All  Principal  Cities  of  the  World 
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Electrical  Merchandising 

(Continued  from  page  483) 


a  greater  saturation  than  electric  ranges,  and  I  never 
heard  of  an  advertisement  of  an  electric  egg  cooker 
in  my  life,  and  no  wonder  nolxidy  buys  it. 

“I  have  heard  a  lot  about  dealer  relationships,  and 
they  are  very  nice  as  a  general  proposition.  I  don’t  sup¬ 
pose  anybody  would  dispute  it.  Everybody  will  say, 
‘We  ought  to  get  close  together,  we  ought  to  cooperate 
with  each  other.’  Then  we  have  a  nice  dinner  or  lunch¬ 
eon.  .Somebody  gets  up  and  says  nice  things  about  it. 
We  feel  good,  we  glow  all  over,  and  we  walk  out,  and 
that  is  all.  What  the  devil  is  there  to  cooperate  about? 

“This  gives  us  a  definite,  concrete  thing  to  cooperate 
about.  We  don’t  have  to  talk  generalizations  about 
this  .stuff.  We  can  get  all  the  local  people  in  the  terri¬ 
tory  and  say,  ‘Let's  get  together  and  sell  ranges  and 
everything  that  accompanies  them,’  and  they  are  all 
interested  in  them.  -\nd  in  order  to  do  it  we  have  to 
build  up  a  local  council  in  every  locality  in  the  United 
States,  consisting  of  everybody  in  the  locality  interested 
in  the  electrical  business  in  any  of  its  phases,  cooperat¬ 
ing  on  a  definite  program.  And  it  means  money  to 
every  cooperator.  And  with  all  his  protestation  of 
high  volume,  I  venture  to  say  he  will  cooperate  better 
when  ccKJoeration  means  money  in  his  own  pocket. 

“In  selling  electric  cookery,  I  don’t  believe,  mvself, 
in  making  any  comparisons.  We  should  sell  it  on  its 
merits.  For  instance,  I  wouldn’t  say  if  I  were  selling 
the  range  that  the  electric  range  is  the  cleanest  form  of 
cooking.  That  might  lie  considered  by  supersensitive 
people  as  a  reflection  on  some  other  form  of  cooking, 
like  that  sold  by  the  coal  dealer.  I  would  say.  posi¬ 
tively,  ‘Electric  cooking  is  clean.’  That  gives  offense 
to  nobody,  and  it  is  a  stronger  statement,  too,  because 
all  other  forms  of  cooking  are  dirty. 

“I  would  say,  ‘Electric  cooking  is  cool.’  not  ‘It  is  the 
coolest  form  of  cooking,'  for  the  same  identical  reason. 

“We  don’t  need  to  make  comparisons.  We  have  a 
very  desirable  product  to  sell,  if  people  will  only  un¬ 
derstand  it.  That  is  all.  We  have  got  to  make  it  known. 
We  have  got  to  understand  it,  ourselves.  I  didn’t  un¬ 
derstand  it  myself  until  I  accepted  this  job.  Then  I 
went  in  and  asked  the  head  of  our  Home  Service  De¬ 
partment  to  show  me  one  of  these  electric  ranges  that 
I  had  seen  in  the  window.  I  made  her  stand  there  and 
cook  a  meal  on  it  while  I  watched  her.  Now  I  can  swe^ir 
it  is  better  than  any  other  form  of  cooking.  I  know  it. 
And  we  can  prove  it. 

“But  we  needn’t  go  into  all  those  things.  They  will 
fiii^  them  out  as  time  goes  by. 

“We  can  sell  them.  People  will  buy  them.  Why, 
they  Ixjught  vacuum  cleaners  in  competition  with  the 
broom,,  I  c!(jn’t  know  how  much  more  the  vacuum 
cleaner  costs  than  the  broom.  What  would  you  say, 
five  or  six  hundred  times  as  much?  And  certainly  it 
costs  more  to  operate. 

“They  bought  washing  machines  in  competition  with 
the  washlx)ard,  and  they  cost  infinitely  more  to  buy  and 
infinitely  more  to  operate  than  the  ordinary  hand  wash¬ 
board. 

“They  bought  electric  flat  irons  in  competition  with 
the  old  sad  iron,  and  they  cost  more  money  to  buy  them 
and  more  money  to  operate. 


“And  so  it  is  with  the  electric  range.  Sell  them  the 
idea  of  the  value  and  the  convenience  and  the  comfort, 
and  the  joy  and  the  happiness  of  it,  and  the  modernity 
of  it  and  the  wish  for  it,  and  then  tell  them  about  the 
economy  of  it,  and  it  is  true,  but  you  won’t  have  to 
spend  all  day  i^ersuading  them  that  it  is  economical 
after  you  have  the  desire  implanted  in  their  minds.’’ 

Consumer  Interest  in  Electrical  Appliance 
Merchandising 

In  an  address  before  the  Commercial  Division  of  the 
National  Electric  Light  Association,  Dr.  Kenneth  Dam- 
eron  of  the  Electrical  Merchandising  Joint  Committee 
stressed  the  need  for  consumer  interest  in  electrical 
ap])liance  merchandising. 

“In  all  of  the  discussions  of  electrical  appliance  mer¬ 
chandising,  it  is  unfortunate  that  so  little  attention  has 
been  given  to  the  interests  of  consumers.  Trade  dis¬ 
cussions  have  been  such  as  to  indicate  that  principles 
of  merchandising  and  consumer  demand  do  not  apply 
to  the  distribution  of  electrical  appliances.  This  way 
of  thinking  is,  no  doubt,  responsible  for  much  of  the 
chaos  and  non-coordination  in  the  marketing  of  elec¬ 
trical  appliances. 

“We  are  living  in  the  consumers’  era.  Consumer  in¬ 
terest  must  be  paramount.  Profitable  merchandising 
must  rest  ujxjn  a  proper  interpretation  of  this  interest. 
The  old  idea  of  ‘caveat  emptor’  has  given  way  to  ‘caveat 
vendor.’  Consumer  interest  is  the  axis  about  which 
sales  results  revolve. 

“This  consumer  interest  is  es])ecially  sensitive  when 
applied  to  electrical  appliance  merchandising.  It  tran¬ 
scends  the  whole  matrix  of  rate  structure,  because  there 
is  a  direct  relation  l)etween  rates  and  the  sale  of  appli¬ 
ances.  This  sensitivity  may  be  defined  when  we  realize 
that  the  developments  in  the  electrical  industry  may 
lead  us  out  of  the  depths  of  depression.  However,  this 
general  reasoning  must  give  way  to  specific  situations. 

“What  are  the  points  of  consumer  contact?  Con¬ 
sumers  demand  standard  tested  merchandise.  They  de¬ 
mand  variety,  style,  service,  repair,  installation,  infor¬ 
mation  preliminary  to  buying,  fair  price  policies,  con¬ 
venient  methods  of  payment,  adequate  merchandising 
facilities,  maintenance  of  continuous  contact  with 
dealer,  and  honest  and  reputable  dealers. 

“Merchandising  opportunities  apparently  go  in  cycles 
and  each  major  cycle  is  known  to  produce  one  great 
merchandise  opixjrtunity.  The  present  cycle  offers  to 
the  merchandising  world  an  unprecedented  selling  op¬ 
portunity  in  electrical  goods.  The  sales  of  electrical 
goods  have  many  characteristics  of  prosperity  sales. 
Further,  they  have  been  supported  by  national  advertis¬ 
ing  and  promotion  overshadowing  that  of  other  items.’’ 

“Electrical  appliance  merchandising  is  for  the  most 
])art  planless.  Failure  to  recognize  public  interest  may 
be  one  cause  of  this  situation.  Other  causes  are  as 
follows : 

(1)  There  has  been  a  marked  failure  on  the 
l)art  of  many  to  consider  the  electrical  ap¬ 
pliance  situation  in  its  merchandising  as¬ 
pects.  Public  ownershi])  and  competitive 
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discontent  have  edged  in  to  crowd  out 
merchandising  consideration. 

(2)  We  are  lost  because  of  lack  of  facts  and 
of  a  failure  to  make  scientific  use  of 
existing  facts. 

(3)  There  is  in  general  a  lack  of  market  co- 
oraination  and  lack  of  coo^jeration  in  sales 
and  market  development.  There  exists 
many  impediments  to  economic  selling. 

(4)  Business  statesmanship  is  so  lacking  in 
some  quarters  as  to  preclude  an  unbiased 
valuation  of  the  points  at  issue. 

(5)  There  have  been  many  unfortunate  com¬ 
petitive  practices. 

(6)  Lack  of  merchandising  skill. 

For  all  these  things  the  public  must  pay. 

“The  vicious  practice  of  price  cutting  is  an  un¬ 
fortunate  characteristic  of  electrical  appliance  merchan¬ 
dising.  A  certain  amount  of  this  is  due  to  the  fact  that 
some  merchandisers  have  left  the  problem  of  demand 
creation  to  someone  else  and  then  scrambled  for  the 
market.  !Many  merchandisers  have  been  unwilling  to 
pioneer. 

“Manufacturers  have  found  many  instances  of  inade¬ 
quacy  on  the  part  of  dealers.  Difficulty  in  the  promo¬ 
tion  of  new  products.  Inadequate  capital  and  facilities 
for  carrying  time  payments.  Lack  of  continuous  pro¬ 
motion.  Price  cutting — lack  of  interest  in  specialty 
selling.  These  and  similar  factors  reflect  the  difficulties 
of  manufacturers  with  their  dealers.” 


Candle  Light  Merchandising  In  An  Electrically 
Lighted  Age 

In  concluding  his  remarks.  Dr.  Dameron  indicated 
that  many  of  the  present  merchandising  ideas  were  out 
of  date. 

“In  summary,  the  foregoing  facts  emphasize  that  we 
are  merchandising  by  candle  light  in  an  electrically 
lighted  age.  We  neglect  public  interest  at  a  time  when 
public  interest  is  paramount.  There  is  lack  of  market 
coordination  at  a  time  when  coordination  would  result 
in  merchandising  profits  and  consumer  satisfaction. 
Electrical  appliances  are  sold  piece-meal  and  as  specials 
at  a  time  when  continuous  promotion  is  necessary.  A 
failure  to  merchandise  appliances  on  a  specialty  basis 
has  brought  with  it  no  end  of  merchandising  ineffec¬ 
tiveness  and  competitive  misunderstanding.  (And  still 
the  consumer  pays).  There  has  been  a  tendency  to  assert 
the  individualism  of  the  candle  lighted  era  at  a  time 
when  the  electrically  lighted  vision  of  cooperation  is 
necessary. 

“Modern  life  has  become  highly  integrated,  so  defin¬ 
itely  organic  that  the  very  concept  of  the  individual  is 
Ijecoming  obsolete.  The  welfare  of  each  is  becoming 
inseparably  identified  with  the  welfare  of  all.  The 
boundaries  between  egoism  and  altruism  are  rapidly 
breaking  down.  Public  interest  demands  that  those  in¬ 
terested  in  the  merchandising  of  electrical  appliances 
cooperate  in  order  that  the  best  interests  of  the  market 
may  be  served.  In  such  a  situation  there  is  a  crying 
need  for  leadership.” 
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sponsible  for  the  acts  of  negligence  of  the  party  doing 
the  hauling,  who  is,  in  realty,  then  his  employee  or 
servant. 

“A  broad  applicable  rule  by  which  to  test  any  case 
can  be  taken  from  the  court  record  of  Colleoni  vs 
D.  &  H.  Company,  274  PA.  319-323,  as  follows : 

‘Where  a  contract  is  let  for  work  to  be  done 
by  another  in  which  the  contractee  reserves 
no  control  over  the  means  of  its  accomplish¬ 
ment,  but  merely  as  to  the  result,  the  employ¬ 
ment  is  an  independent  one,  establishing  the 
relationship  of  contractee  and  contractor,  and 
not  that  of  master  and  servant.’ 

“The  relation  of  master  and  servant  is  not  inferable 
from  the  reservation  of  powers  which  do  not  deprive 
the  contractor  of  the  right  to  do  the  work  accord¬ 
ing  to  his  own  initiative,  as  long  as  he  does  it  in 
accordance  with  the  contract.  So  that  even  though 
you,  as  a  shipper,  might  reserve  the  right  to  pay  the 
operating  expenses  of  the  truck,  or  through  your 
foreman  direct  the  particular  articles  to  be  loaded  and 
taken  away  from  the  place  of  landing,  and  when  the 
hauler  arrives  at  the  point  of  destination,  direct  tlie 
particular  place  to  unload,  or  some  other  similar  acts, 
in  so  doing  you  are  not  establishing  the  relationship 
of  master  and  servant,  and  therefore  would  not  be 
responsible  for  the  operation  of  the  motor  vehicle. 

“If,  however,  you  hire  the  truck  and  operate  it, 
am  tmlividnal'  or'  concern  not  in  the  trucking 
business,  and  exercise  control  of  the  driver,  then  the 
liability  of  any  accidents  resulting  in  personal  injury 
and/or  property  damage  to  the  property  of  others, 
rests  with  you. 

“There  are  several  dangerous  practices  followed  by 
some  shippers  which  might  have  a  contrary  result  on 
the  rule  given  above ;  as,  for  instance,  the  requiring 
by  the  shipper  that  the  hauler  place  on  his  truck  when 
hauling  the  shipper’s  product,  a  sign  bearing  the  name 
of  the  shipper.  This  might  be  construed  as  prima 
facie  evidence  by  the  injured  party  or  person  whose 
property  has  been  damaged,  that  the  truck  was  the 
property  of  the  shipper. 

“Or,  if  the  shipi^r  places  an  employee  of  his  upon 
the  truck,  from  which  employee  the  driver  of  the  hiretl 
truck  is  to  take  orders  and  directions  during  the  trip, 
as  to  manner  of  operating,  route  to  be  traversed,  etc., 
then  the  shipper,  by  such  act,  has  destroyed  the  rela¬ 
tionship  of  Contractor  and  Contractee,  and  created  the 
relationship  of  Master  and  Servant. 

“The  relationship  of  Master  and  Servant  is  not 
dependent  upon  the  driver  being  on  the  payroll  or 
actually  paid  for  his  services  by  the  shipper,  but  the 
relationship  is  established  by  the  shipper  exercising 
the  direction  and  supervision  of  the  driver. 

“Your  attention  should  also  be  directed  to  the  fact 
that  though  the  relationship  of  Contractee  and  Con¬ 
tractor  may  exist  between  you  and  your  hauling  con¬ 
tractor,  there  is  nothing  to  prevent  an  injured  party  or 
person  whose  property  has  been  damaged,  bringing 
suit  against  you,  or  jointly  against  the  hauling  con¬ 
tractor  and  yourself,  and  through  testimony  offered, 
endeavor  to  embellish  the  facts  or  alleged  facts,  in 
an  effort  to  prove  that  the  relation  between  you  and 
your  hauling  contractor,  at  least  as  far  as  the  particular 
accident  was  concerned,  was  that  of  Master  and 
Servant,  instead  of  Contractee  and  Contractor,  and 
then  it  is  a  matter  of  fact  for  the  jury  to  determine 
— or  for  the  Court  to  decide  the  question  as  a  matter 
of  law. 

“In  either  instance,  you  or  your  insurance  carrier 
are  placed  under  the  expense  of  defending  the  action. 


This  brings  us  to  the  question  of  insurance  and  methods 
of  insurance: 

“Regardless  of  whether  your  relationship  is  that 
of  Master  and  Servant  or  Contractee  and  Contractor, 
there  is  a  method  of  insuring  your  responsibility.  If 
your  relationship  is  that  of  Master  and  Servant,  then 
the  proper  insurance  for  you  to  seek  is  that  known  as — 

HIRKD  CAR  LIABILITY  AND 
PROPERTY  DAMAGE  INSURANCE 

“Under  this  form  of  policy,  it  is  not  necessary  for 
you  to  specify  the  trucks  which  you  may  hire  from 
time  to  time,  nor  the  names  of  the  owners  of  the 
trucks. 

“The  policy  automatically  covers  your  liability  by 
reason  of  the  operation  of  any  trucks  which  you  may 
hire  from  others. 

"The  premium  cost  is  based  upon  the  amount  of 
monies  you  expend  during  the  policy  term  for  such 
hired  automobiles.  The  policy  can  be  issued  on  an 
estimated  amount  of  monies  expended  for  the  hiring 
of  automobiles  and,  at  the  end  of  the  policy  term, 
be  adjusted  to  the  actual  amount  expended. 

“If  your  relationship  is  that  of  Contractee  and 
Contractor,  it  would  then  be  my  recommendation  that 
you  first  demand  of  your  hauling  contractor  evidence 
that  he  carries  Liability  and  Property  Damage  in¬ 
surance  on  his  equipment,  and  that  he  have  his  in¬ 
surance  carrier  add  your  name  to  Ins  policy  and  have 
his  insurance  carrier  furnish  you  with  a  certificate  of 
insurance,  which  certificate  should  indicate  that  the 
hauling  contractor’s  policy  provides  coverage  for — 

"1.  All  cars  owned  by  the  contractor; 

“2.  That  the  policy  contains  a  provision  to 
automatically  cover  any  additional  cars 
which  he  may  place  in  operation; 

“3.  That  the  loading  and  unloading  coverage 
is  included  in  the  contract; 

“4.  That  if  the  hauling  contrac‘f)r’s  policy  of 
insurance  be  cancelled,  either  by  him  or  his 
insurance  carrier,  it  be  a  condition  of  the 
policy  that  not  less  than  ten  days  notice  of 
such  cancellation  be  sent  to  yf)U. 

"Inasmuch  as  even  under  this  procedure  you  would 
not  have  a  choice  as  to  the  type  of  insurance  carrier 
selected  by  your  hauling  contractor,  nor  would  you 
have  r^-son  to  demand  of  him  the  size  of  limits  which 
you  might  deem  necessary  for  your  protection,  it  is 
advisable  for  you,  as  a  shipper,  to  carry  what  is  known 
as 

NON-OWNERSHIP  LIABILITY  AND 
PROPERTY  DAMAGE  INSURANCE 

“This  policy  would  not  necessitate  your  naming  the 
hauling  contractors  with  whom  you  had  agreements, 
nor  listing  the  equipment  owned  by  these  hauling 
contractors.  The  premium  for  this  coverage  would, 
of  necessity,  be  nominal,  providing  you  take  the  pre¬ 
caution  of  securing  evidence  of  the  contractor’s  in¬ 
surance,  as  outlined  above. 

“This  form  of  insurance  can  be  written  either  on  a 
flat  premium  basis  or  on  a  rate  per  hundred  dollars 
of  amount  of  monies  expended  for  the  services  of 
those  hauling  contractors,  depending  upon  which  basis 
better  fits  your  particular  set-up.” 

Further  information  of  z'alue  to  store  ozeners  and 
traffic  executives,  zvhicli  Mr.  Moore  presented  at  the 
Concurrent  Conventions  in  Pitt.sburgh.  zvill  appear  in 
a  later  issue  of  The  Bih.i.etix. — the  Editor. 
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ing  is  that  even  some  of  the  oldest  and  most  reputable 
institutions  are  now  trading  upon  their  past  good-will 
by  offering  these  cheapened  goods  at  what  their  cus¬ 
tomers  are  led  to  Ijelieve  are  unusually  low  prices,  in 
the  hoj*  and  effort  to  keep  up  sales  volume.  This  is 
certain  to  result  and  has  already  resulted  in  a  great  deal 
of  consumer  dissatisfaction  and  ill-will. 

Mention  has  already  been  made  of  the  fact  that  the 
old  regular  cu.stomers  have  for  most  stores  largely  dis¬ 
appeared.  There  are,  to  be  sure,  other  reasons  for  this, 
but  it  may  l)e  safely  assumed  that  not  the  least  of  these 
reasons  is  the  change  in  qualities  of  merchandise 
handled.  If  this  is  true,  then  there  is  certain  to  be  even 
greater  consumer  unrest  and  shift. 

A  generation  ago  the  chief  problem  of  the  buyers  of 
.American  department  stores  was  to  get  merchandise  of 
satisfactory  quality  for  their  customers.  Hack  in  1900, 
the  commonest  complaint  against  domestic  manufac¬ 
turers’  goods  was  the  inadeciuacy  of  their  quality.  Then, 
manufacturers  were  asked  and  urged  to  produce  l)etter 
merchandise  instead  of  cheajier  and  cheaper  goods. 

Merchandise  Testing — Old  Style 

In  tho.se  days  consumers  looked  for  qualitv.  durabili- 
tv.  fastness  of  dve  and  excellence  of  workmanship  as 
well  as  stvle.  Thev  made  their  enquiries  upon  these 
points,  and  supplemented  their  questions  bv  homely,  but 
practical,  tests  of  their  own.  They  held  the  goods  up 
to  the  light  to  see  how  closely  they  were  woven.  They 
moistened  the  fabrics  and  rubbed  them  with  a  white 
handkerchief  to  see  if  the  dyes  would  run.  They  ap¬ 
plied  their  knuckles  to  test  textile  strengths.  They  used 
a  match  or  lamp  flame  to  determine  the  presence  of 
animal  or  vegetable  fibres.  Fabrics  that  did  not  come 
up  to  expectations  under  those  tests  simply  did  not 
sell. 

Buyers  of  department  stores,  in  turn,  when  they 
came  to  market,  insisted  upon  these  qualities  in  the 
goods  they  purchased.  As  a  result  manufacturers  were 
graduallv  forced  to  improve  the  qualities  of  their  goods. 
As  the  qualities  were  improved  and  various  lines  and 
brands  of  the  stores  that  handled  them  came  to  repre¬ 
sent  unvarying  satisfaction  in  these  respects,  consumers 
found  it  less  and  less  necessary  to  maintain  their  wari¬ 
ness.  to  make  their  enquiries  and  their  tests,  while  pur¬ 
chasing  these  goods.  In  the  intervening  years  continu¬ 
ing  down  to  1929,  manufacturing  continued  to  develop 
higher  standards  of  production.  Technical  skill  gradu¬ 
ally  improved.  Strength,  fastness  of  color  and  of  ne^'- 
essary  durahility  became  matters  of  course  in  goods 
made  and  sold  by  reputable  houses.  .\s  manufacturing 
skill  and  merchandise  improved,  the  concern  of  the  con¬ 
sumer  in  the  details  of  quality  declined.  What  had 
formerly  been  purchased  subject  to  question  and  even 
suspicion  began  to  be  taken  for  granted  without  a 
doubt. 

In  the  meantime,  beginning  alxnit  1910.  the  growing 
interest  of  the  masses  of  consumers  in  fashion  attracted 
their  attention  to  the  stvle  qualities  of  the  merchandise. 
Increasinglv.  consumers  bought  goods  on  eve-appeal. 
Formerly  they  had  purchased  merchandise  onlv  after 
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careful  and  detailed  examination  and  handling.  More 
and  more  they  began  to  accept  goods  on  sight  alone. 

Similarly,  buyers  for  retail  establishments  who  had 
formerly  purchased  their  goods  with  so  much  attention 
to  details  of  materials  and  workmanship,  likewise  be¬ 
gan  to  take  these  for  granted  and  to  buy  on  style  and 
appearance.  Actual  physical  examination  and  test  of 
merchandise  had  by  1929  reached  a  minimum,  not  only 
with  consumers  but  with  retail  store  buyers  as  well. 

All  went  well  under  these  practices  down  to  1929. 
Manufacturers  maintained  their  quality  standards.  De¬ 
tailed  and  specific  testing  of  every  piece  of  merchan¬ 
dise  would  have  l)een  a  great  waste  of  time.  The  con¬ 
sumers’  habit  of  taking  the  technical  qualities  of  mer¬ 
chandise  for  granted  had  become  a  habit  and  most 
manufacturers  kept  the  faith. 

Hut  in  the  avalanche  of  price  declines  since  1929,  the 
standards  of  quality  of  practically  all  classes  of  con¬ 
sumers’  goods,  as  we  have  seen,  have  been  severely 
attacked.  The  dangers  of  the  continuance  of  this  policy 
must  be  obvious  to  everyone.  No  sound  retail  estab¬ 
lishment  has  even  l)een  built  or  maintained  on  the  sale 
of  unworthy  merchandise.  The  future  of  the  depart¬ 
ment  store  as  well  as  of  the  specialty  shop,  whose  very 
life  depends  upon  consumer  confidence  and  good-will, 
dei)ends  upon  the  speedy  correction  of  this  great  evil. 

Loss  of  Good-Will 

Neglect  of  this  simple  principle  h^s  already  Ijeen 
carried  much  too  far.  Millions  of  dollars  worth  of 
manufacturers^  and  retailers’  good-will  has  been  shat¬ 
tered.  Advertising  has  lost  much  of  its  efficacy.  Retail 
stores,  as  well  as  manufacturers,  who  have  betrayed 
their  customers  too  often,  are  finding  it  difficult,  if  not 
impossible,  to  bring  them  back  again.  Not  only  the 
retail  business,  but  all  business  has  been  injured  by  the 
adoption  of  this  careless  method  of  merchandising. 
Even  the  newspapers  and  other  advertising  media  carry¬ 
ing  the  advertising  of  such  goods  are  subject  to  this 
same  injury.  The  reestablishment  of  better  business 
conditions  depends,  as  we  all  well  know,  upon  the  re¬ 
turn  of  public  confidence.  The  reestablishment  of  quali- 
t\'  standards  in  ordinary'  consumer  goods  which  is  so 
necessary’  to  consumer  confidence  is,  therefore,  one  of 
the  most  important  and  necessary  steps  to  business 
recovery’.  Failure  to  reestablish  such  standards  of  quali¬ 
ty  will  mean  business  suicide. 

The  rebuilding  of  this  consumer  confidence,  so  nec¬ 
essary  to  the  future  of  the  department  stores,  is  likely 
to  be  a  difficult,  laborious,  expensive  process.  It  cer¬ 
tainly  will  not  result  from  a  mere  resolution  to  talk 
about  (juality  in  advertising.  Indeed,  the  word 
“quality,”  like  the  word,  “style,”  is  to  most  consumers 
a  vague  and  almost  meaningless  expression.  Consumers 
are  interested  in  securing  results  in  terms  of  personal 
satisfaction.  They  are  looking  for  durability,  fastness 
of  color,  suitability  for  use,  fineness  of  workmanship, 
finish  of  details  and  comfortable  fit,  as  well  as  that  par¬ 
ticular  style  that  is  in  fashion.  These  requirements  vary 
from  class  to  class.  They  may  be  possessed  by  ten  cent 
goods  as  well  as  by  ten  dollar  goods.  Advertising  and 
selling  functions  best  when  it  accurately  describes  what 
the  goods  will  do  for  the  customer  and  when  it  delivers 
the  goods  that  customers  really  want.  The  quality  in 
merchandise  movement  will  progress  only  in  so  far  as 


the  merchandise  hqjidled  actually  satisfies  its  pur¬ 
chasers. 

Steps  Toward  the  Solution 

Progress  towards  the  solution  of  the  major  problems 
of  today’s  merchandising  will  be  made  when  retail  ex¬ 
ecutives — 

1.  Recognize  the  fact  courageously  that  the  depart¬ 
ment  store  type  of  business  as  a  whole  has  reached  ma¬ 
turity,  that  its  total  volume  will  henceforth  depend 
upon  the  natural  growth  of  ixjpulation  and  the  amount 
of  income  received  by  its  customers. 

2.  Get  back  down  as  i)romptly  as  ix)ssible  to  stable 
methods  of  doing  business  on  whatever  sales  volume 
may  be  practically  attained  and  plan  to  make  a  mer¬ 
chandising  profit  on  these  volumes,  even  if  they  are  but 
half  of  what  was  done  back  in  1928  and  1929.  Obvi¬ 
ously  most  retail  concerns  must  now  begin  to  plan  their 
businesses  on  the  bases  of  possible  sales  volumes,  such 
as  obtained  ten  years  ago  or  more.  It  may  be  many 
years  before  such  sales  volumes  as  enjoyed  in  the  late 
1920’s  may  again  be  secured. 

3.  Adjust  physical  plant,  etjuipment,  personnel  and 
merchandise  stocks  to  the  needs  of  proper  merchandis¬ 
ing  of  such  lower  sales  volumes. 

4.  Reduce  overhead  expenses,  by  whatever  methods 
may  be  necessary,  no  matter  how  drastic,  so  that 
rent,  interest  charges  and  other  general  items  may  bear 
the  proper  relations  to  the  new  sales  levels.  So  far, 
most  of  the  burden  of  expense  reduction  has  quite  un¬ 
fairly  been  taken  out  of  wages  and  salaries.  Such  re¬ 
ductions  were  inevitable,  but  the  effort  to  balance  oper¬ 
ating  budgets  solely  by  this  method  deserves  criticism. 

5.  Put  a  stop  by  whatever  means  may  be  neces¬ 
sary  to  the  threatening  increase  of  the  menace  of  re¬ 
turned  goods  from  customers. 

6.  Revise  publicity  and  sales  plans  so  that  the  ex¬ 
pense  for  this  activity  may  l)e  normalized,  so  that  what 
is  meaningless,  mischievous  or  actually  harmful  may  be 
eliminated,  and  so  that  what  promotion  is  done  may 
yield  more  satisfactory  returns. 

7.  Strive  to  hold  on  to  and  to  maintain  whatever 
gains  in  methods  and  technique  in  retail  operations 
were  developed  in  preceding  years*and  which  may  l)e 
necessary  or  helpful  to  efficient  retailing  in  the  future. 
A  Captain  in  a  storm  may  find  it  necessary  to  throw 
jiart  of  his  cargo  overboard,  but  it  is  hardly  good  sea¬ 
manship  to  dump  his  life  preservers  and  life  lx)ats. 

8.  Reestablish  sound  oj^ration  as  promptly  as  possi¬ 
ble  on  merchandise  of  qualities  that  will  render  con¬ 
sumer  satisfaction  and  stop  the  tendencies  of  the  pres¬ 
ent  which  if  allow’ed  to  continue,  will  wreck  whatever 
consumer  confidence  still  remains,  and  indefinitely 
postpone  the  return  of  better  conditions. 

9.  Have  faith  in  the  future  of  the  department  store 
which  has  successfully  weathered  many  severe  business 
storms  in  the  f>ast,  and  which  presents  every  reasonable 
prospect  of  carrying  on  successfully  through  the  pres¬ 
ent,  and  many  storms  to  come  in  the  future. 

Sincerity  of  view  point,  clear  headed  and  careful 
planning  and  careful,  energetic  attention  to  details  are 
now,  as  ever,  the  chief  virtues  of  retail  merchandising 
management.  The  retail  store  that  founds  its  business 
iqwn  existent  potential  volume  and  then  does  a  l)etter 
job  than  its  competitors  is  entitled  to,  and  will  receive, 
its  business  profit. 
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33;^'’Saved  on  Insurance  Cost 


POLICYHOLDERS  OF  SPRINKLERED  RISK  MUTUALS— 
PREFERED  RISKS — are  receiving  dividends  of  33  Vs  % 
of  their  insurance  premium  thus  reducing  their  costs 
by  that  amount. 

It  may  be  to  your  advantage  to  investigate  how  our 
policyholders  are  saving  this  amount. 

Complete  information  will  be  furnished  without  obliga¬ 
tion  to  you. 

Many  leading  business  interests  have  endorsed  our 
MUTUAL  GROUP  and  are  placing  substantial  amounts 
of  insurance  with  this  organization. 


BUY  ON  FACT  NOT  FRIENDSHIP 

ASSETS  ....  $9,171,395.63 

SURPLUS  ....  $5,456,101.60 

INSURANCE  FOR  PREFERRED  SPRINKLERED  RISKS 


SPRINKLERED  RISK  MUTUALS 

M.  D.  RECTOR,  Manager 

Mutual  Insurance  Building,  4750  Sheridan  Road 
CHICAGO 


FIRE— SPRINKLER  LEAKAGE— WINDSTORM— USE  AND  OCCUPANCY— PROFITS— ETC. 
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speed  although  it  grows  out  of  the  desire  for  motion 
is  an  acquired  characteristic.  Our  grandfathers  were 
not  greatly  concerned  with  it,  indeed  our  grandmothers 
were  horrified  by  the  mere  thought  of  it.  As  a  matter 
of  fact,  during  Cicero’s  time,  a  gentlemen  would  never 
permit  himself  to  show  the  slightest  haste  in  walking 
about  the  streets  of  Rome.  Speed  is  a  modern  charac¬ 
teristic  and  does  not  date  back  as  far  as  the  old  human 
desire  exhibited  by  all  primitive  i)eople  of  painting 
faces  and  lK)dies,  hanging  l)eads,.  teeth,  brass  rings  or 
other  cute  gadgets  around  their  necks  and  otherwise 
giving  way  to  this  desire  for  self  adornment. 

Comjiare  our  clothes  with  those  worn  by  the  gentle¬ 
men  of  the  Court  of  Louis  }^IV.  Look  at  George 
Washington’s  itemized  list  of  expenses,  covering  his 
linens,  shoes  and  outer  apparel.  Consider  that  one  of 
the  economic  reasons  for  the  Fall  of  Rome  was  the 
export  of  gold  to  the  Far  Blast  to  jiay  for  the  silk 
togas  that  the  young  Romans  insisted  on  wearing. 

Need  Properly  Organized  Promotions 

Take  the  furniture  business  for  example.  I  viewed 
a  few  days  ago  .some  furniture  that  was  on  sale  in  a 
small  western  town.  This  furniture  had  lieen  out  of 
style  in  New  York  and  Chicago  for  10  years.  Still  it 
will  sell  in  the  small  towns.  Give  it  to  them  if  it  sells, 
you  say.  I  agree  that  we  should  give  them  what  sells 
but  not  if  we  can  give  them  something  that  sells 
better. 

l^t  me  tell  you  that  these  same  people  would  not 
think  of  buying  a  five  year  old  automobile  or  last 
year’s  dress.  But  style  cycles  are  very  slow  in  furni¬ 
ture,  comes  the  answer.  Style  cycles  are  slow,  very 
often  because  they  are  left  alone  and  not  promoted 
properly.  Style  cycles  can  be  materially  influenced, 
gentlemen,  exactly  the  way  the  auto  jjeople  have  done 
it.  No  one  person  can  do  it  effectively,  but  groups  can. 

Take  the  example  of  the  candy  business.  Here  was 
a  sick  industry.  Volume  was  falling  off  l)ecause  of  the 
vogue  for  sylphlike  figures.  It  seemed  that  nothing 
could  bring  it  back.  But  as  the  result  of  liackdoor 


publicity  caused  by  the  attack  on  it  by  a  tobacco  manu¬ 
facturer,  the  industry  actually  increased.  They  were 
forced  to  defend  themselves  and  the  concentrated  de¬ 
fense  and  attack  caused  enough  publicity  to  increase 
their  volume.  Take  the  white  linen  suit,  for  example — 

I  know  of  very  few  men  who  would  not  welcome  the 
thought  of  wearing  it  at  the  office.  They  don’t  Ije- 
cause  they  are  afraid.  The  herd  instinct  is  too  strong. 
But  they  could  be  induced  to  do  it,  if  given  the  pro|)er 
leadership.  And  this  leadership  is  ours.  Think  of  the 
extra  business,  not  only  for  the  retailers  and  manufac¬ 
turers  but  the  laundries  as  well !  Instead,  we  are  going 
to  let  these  men  plod  along  until  the  vogue  takes  shape 
of  itself.  We  wouldn’t  think  of  helping  a  vogue  crys- 
talize  by  properly  organizing  it.  even  if  it  would  mean 
many  dollars  in  our  jxKkets. 

I  come  with  no  solutions  of  these  problems.  But  I 
think  we  should  be  conscious  of  these  i)roblems  and 
slowly  work  toward  a  l)etter  handling  of  them.  Some 
time  ago  I  urged  the  establishment  of  a  Research  In¬ 
stitute  in  Merchandising.  We  are  working  towards  it 
and  I  believe  some  day  it  will  l)e  a  reality.  Such  an 
institute  however  will  not  solve  these  problems.  It  will 
only  help.  Many  other  things  will  also  have  to  l)e  done, 
as  well. 

I  think  we  have  to  face  these  facts  and  forget  to  l)e 
astonished  at  the  amount  of  business  that  we  did  in 
1929.  I  l)elieve  the  retail  dry  goods  business  is  the 
largest  infant  industry  in  the  country  and  some  day  we 
will  look  upon  1929’s  figures  as  way  under  normal. 
I  think  what  we  need  first  is  a  fresh  attitude,  which  is 
not  founded  upon  an  astonishment  at  past  accomplish¬ 
ment  but  is  alive  to  the  great  |K)ssibilities  of  the  future. 
The  old-fashioned  and  homely  virtues  of  patience,  hard 
work  and  great  courage  are  necessary  if  we  are  to 
■  l)egin  to  jKirallel  the  achievements  that  were  made  by 
the  automobile  people  during  the  automotive  age.  I 
think  that  retailing  can  contribute  to  the  next  era  of 
pros|)erity  to  an  enormous  extent,  because  better  distri¬ 
bution  channels  and  more  efficient  distribution  will 
make  for  greater  manufacturing  volume  and  more  em¬ 
ployment  in  every  conceivable  direction. 


Promoting  the  Store 

(Continued  from  page  492) 


So  far  as  I  am  concerned,  that  is  all  I  know  about 
raising  the  average  sale.  I  am  going  to  say  one  more 
thing  before  I  sit  dowm. 

I  have  told  this  many  times,  but  it  is  more  pertinent 
today  than  the  first  time  I  told  it.  It  is  about  a  par¬ 
ticular  sea  bed  that  lies  down  in  Swampscott,  Massa¬ 
chusetts,  where  our  President  is  going  to  spend  the 
summer.  It  is  on  the  Atlantic  Ocean.  At  that  par¬ 
ticular  point  there  are  enormous  crags  that  rise  out  of 
the  sea  bed.  I  drive  by  there  every  morning  on  my 
way  to  the  station.  I  go  out  of  my  w'ay  to  drive  by 
there.  Half  the  year,  because  the  tide  changes  that 


way,  half  the  time  you  will  find  that  when  the  tide 
is  low  those  crags  stand  out  and  when  the  tide  is  high, 
by  some  chance  the  water  of  the  great  Atlantic 
just  flows  over  them.  You  can’t  see  them  except  when 
the  tide  is  low.  Every  morning  I  draw  an  analogy, 
and  I  have  been  drawing  it  for  a  good  many  years, 
between  that  particular  little  sight  and  our  whole  busi¬ 
ness  existence. 

When  the  tide  of  prosperity  of  ’26,  ’27,  ’28,  ’29  was 
flowing  full,  it  was  like  the  Atlantic  in  full  tide,  and 
the  individual  largely  forgot  ideas,  ability  counted  for 
little.  A  lot  of  bluffs  rode  up  on  the  tide.  A  lot  of 
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fellows  were  mushroomed  into  successful  positions.  A 
lot  of  the  things  were  covered  by  that  full  tide. 

When  we  got  to  a  period  where  the  tide  of  business 
began  to  ebb  every  individual  in  the  whole  of  retailing 
became  one  of  those  crags  standing  out  to  be  counted. 
Instead  of  anybocly  feeling  downhearted  today,  he 
should  only  be  scared  if  he  lacks  real  ability;  but  if  his 
success,  whatever  it  has  l)een,  was  based  on  a  sound 
foundation,  there  is  nothing  to  be  disturbed  about. 
He  has  only  to  stand  up  to  be  counted. 

I  believe  one  of  the  important  things  (and  you  can¬ 
not  mark  it  down,  you  can’t  call  it  bunk,  and  you  can’t 


make  light  of  it)  is  that  in  our  stores  this  feeling  of 
depression  should  not  exist,  that  the  people  down¬ 
stairs  in  the  ranks  are  subject  to  enough  discourage¬ 
ments  and  that  the  least  we  can  do  is  to  engender  en¬ 
thusiasm.  I  l)elieve  this  is  the  time  when  men  and 
women  who  have  real  capacity  are  unafraid  to  face 
the  future.  I  know  nothing  can  lie  gained  by  dwelling 
in  this  depression  feeling.  Whatever  there  is  to  be 
gained,  can  be  gained  through  a  real  spirit — a  fighting 
spirit,  going  against  obstacles,  with  real  enthusiasm 
for  the  future. 


Defeating  the  Sales  Tax  in  New  Jersey 

{Continued  from  page  479) 


false  premise. — that  in  our  opinion,  an  estimate  of 
retail  sales  for  1932  would  not  produce  in  excess  of 
$12,000,000  (deductions  would  have  to  be  made  from 
the  amount  to  cover  (1)  the  heavy  cost  of  collection 
and  (2)  and  all  exemptions  allowed)  from  a  sales  tax, 
as  there  had  been  a  decrease  in  retail  volume  from  1929 
to  1932  of  at  least  thirty-three  and  one-third  jjer  cent. 

This  information  no  doubt  had  some  influence  on  the 
inclusion  in  the  Bill  when  it  was  finally  brought  out, 
of  a  ta.x  on  Electric  Power,  Gas  and  Light,  a  tax  on 
Insurance  Comjxmies,  a  tax  on  the  sale  of  Securities, 
and  also  a  flat  tax  on  professional  men,  such  as  Doc¬ 
tors,  etc. ;  the  inclusion  of  this  latter  business  was,  no 
doubt,  to  bring  the  net  return  nearer  the  original  esti¬ 
mated  figure. 

Our  organization,  ^nd  the  merchants  of  the  State, 
deluged  the  1  legislators  with  letters  and  telegrams.  As 
far  as  our  own  County  was  concerned,  and  there  are 
twenty-one  counties  in  the  State,  acknowledgments  of 
the  receipt  of  letters  sent  them  was  made  through  the 
medium  of  a  newspaper  advertisement,  in  which  it  was 
stated  that  30,000  communications  had  been  received, 
and  they  were  taking  this  means  of  acknowledging 
the  same. 

Our  concerted  action  in  protest  of  this  bill  resulted 
in  our  hearing  before  the  Judiciary  Committee  having 
only  gone  on  for  about  three-quarters  of  an  hour, 
when  the  Governor  of  the  State,  and  the  Majority 


Leader  of  the  Senate,  who  was  the  author  of  the  Bill, 
appeared  liefore  the  meeting  and  announced  that  other 
ways  and  means  had  been  found  to  raise  the  necessary 
funds. 

All  the  merchants  attending  this  meeting  brought 
with  them  a  large  number  of  their  associates,  and  the 
Assembly  Hall  was  crowded  to  the  rafters  with  op- 
ixuients  of  the  Bill.  It  was  said  that  over  100,000 
letters  of  protest  had  been  received,  and  we  were  so 
well  organized  that  every  County  in  the  State  had 
representatives  from  their  resijective  communities  in 
opposition. 

Other  States  Should  Organize 

Considering  the  very  short  time  in  which  we  had 
to  organize,  it  is  our  advice  to  the  merchants  of  other 
states  that  they  organize  as  a  group  to  oppose  legisla¬ 
tion  of  this  character.  It  takes  concerted  action  on  this 
question,  and  in  this  connection  we  are  pleased  to  say 
that  we  are  certainly  greatly  appreciative  of  the  ser¬ 
vices  rendered  and  facts  given  us  by  Ixjth  Mr.  Sweitzer 
and  Mr.  Sheridan  of  the  National  Retail  Dry  Goods 
•Association. 

I  might  mention  in  closing  that  w’e  are  perfecting  a 
permanent  State  Organization,  as  it  is  possible  that 
further  proposed  retail  sales  tax  legislation  may  Ije 
presented  in  the  future  and  we  want  to  keep  alive  so 
that  our  interests  may  be  protected. 


FREE  TRIPS  TO  EUROPE 

Free  trips  to  the  Liepzig  Trade  Fair  are  again 
offered  to  American  buyers  throughout  the  country. 
This  unique  plan  for  defraying  the  cost  of  an  over¬ 
sea  trip  has  proved  extremely  popular,  increasing  the 
attendance  at  the  Fair  and  stimulating  trade.  The  ex¬ 
pense  of  the  round  trip  will  be  refunded  at  Leipzig  as 
heretofore  on  the  basis  of  orders  placed  at  the  Fair, 
which  will  l)e  held  from  August  28to  Septemf)er  1. 

The  Leipzig  Fair,  despite  the  world’s  economic 
troubles,  remains  the  greatest  of  international  ex¬ 
changes.  It  will  include  this  Fall  some  8000  exhibits  of 
the  newest  products  of  every  phase  of  human  activity 
contributed  by  twenty-five  countries.  Some  125,000 
buyers  and  exhibitors  from  every  ([uarter  of  the  globe 
will  make  the  accustomed  trip  to  Leipzig  as  usual  this 
year,  of  which  17%  will  come  from  countries  outside 
of  Germany,  including  of  course  the  United  States. 


EXECUTIVES 

WHO  WANT  OPENINGS 


GENERAL  MERCHANDISE  MANAGER  and  BUYER 
Ten  years  experience  with  department  store  doing  volume 
of  three  quarter  of  a  million.  Thoroughly  familiar  with  modern 
methods  of  retailing.  Had  complete  charge  of  all  promotional 
work,  budget  control  and  buyer  of  all  ready-to-wear.  Super¬ 
vised  purchases  in  all  departments,  also  advertising.  Willing 
to  start  at  moderate  salary  and  prove  worth.  Consider  any 
l(Kation.  G-49-32. 

CONTROLLER 

Excellent  experience  in  handling  credit  and  collection  division, 
including  installment  accounts  and  in  promoting  sales  through 
securing  new  charge  customers  and  reviving  inactive  accounts. 
IX-tailed  information  and  references  available.  G-50-32. 
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RESUME 


Taxation  problems  are  now  recognized  as  matters 
for  general  concern.  Balancing  State  and  Federal  Bud¬ 
gets  lK)th  require  tax  increases  and  there  is  a  constant 
danger  of  unsound  measures  being  adopted  in  the  con¬ 
fusion  and  haste  of  meeting  emergency  conditions. 
(See  pages  465-8) 


The  lienefits  of  sound  management  show  up  in  the 
findings  of  the  Harvard  Report.  (See  page  468) 


Increased  efficiency  and  elimination  of  waste  should 
make  it  possible  to  return  to  the  25  per  cent  o]>erating 
expense  ratio  of  past  years.  (See  page  471) 


Light  is  thrown  on  the  various  problems  which  con¬ 
front  retailing  and  retailers  today — problems  which 
are  a  challenge  to  department  stores  but  do  not  threaten 
their  existence.  (See  page  473) 


The  proposal  for  a  state  sales  tax  in  New  Jersey 
should  serve  as  a  warning  to  merchants  in  other  states. 
(See  page  478) 


More  Creative  Merchandising,  such  as  is  used  by  the! 
automotive  industry,  would  increase  the  total  volumr^ 
of  sales  of  department  stores.  (See  page  485) 


The  Color  Cwrdination  Ct)mmittee  picks  the  im- 
jKirtant  colors  for  volume  sales  this  fall.  (See  pagt 
486) 


The  winner  of  the  Ernest  Katz  Award  makes  in¬ 
teresting  suggestions  concerning  Retail  Inventory’ 
methods.  (See  page  487) 


A  scientific  budgeting  of  ^lersonnel  expense  is  one  of 
the  most  essential  features  of  any  sound  economy  pro¬ 
gram.  (See  page  489)  * 


Suggestive  selling  and  multiple  unit  sales  are  very 
important  in  raising  the  average  sales  check.  (See 
l)age  491) 


Changes  in  methods  of  transportation  and  rulings 
which  define  responsibility  in  the  use  of  these  newer 
facilities,  make  it  necessary  for  retailers  to  study  the 
situation  carefully.  (See  page  493) 


New  Jersey  merchants  organized  to  combat  this  tax 
and  plan  to  maintain  a  permanent  organization.  (See 
page  479) 


Concentrated  training  of  salespeople  in  a  “clinic”  | 
brings  about  excellent  results  in  a  short  time.  (See 
page  495)  \ 


These  “Guide  Posts”  for  retailing  are  worth  careful 
consideration.  (See  page  480) 


Electrical  merchandising  offers  an  important  field 
for  increased  sales  volume  and  pirofits.  (See  page  482) 


The  new  excise  taxes  present  many  problems  which 
must  Ije  solved.  This  summary  of  new  regulations  and 
other  provisions  of  importance  to  retailers  under  the 
Revenue  Act  of  1932  should  be  kept  available  for 
ready  reference.  (See  page  497) 


